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SMALL-BUSINESS PROBLEMS RELATING TO IRON AND 
STEEL SCRAP 


MONDAY, MAY 20, 1957 


House or REPRESENTATIVES, 
Se.tect Committee To Conpuct a Stupy AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BusINgEss, 
Washington, D.C. 

The committee met, pursuant to call, at 9:35 a. m., in room 362, 
House Office Building, Hon. Wright Patman (chairman) Peron 

Present : Representatives Patman, Evins, Steed, Roosevelt, Brown, 
Hill, Riehlman, and Hosmer. 

Also present: Everette MacIntyre, general counsel, Wm. Summers 
Johnson, chief economist; Frances K. Topping, economist ; Clarence 
D. Everett, staff member; Marie M. Stewart, clerk; and Victor P. Dal- 
mas, adviser to minority members. 

The Cuamman. The committee will please come to order. 

The committee is considering this morning the question of what 
the limitations are on exports of iron and steel scrap, and the impact 
of these limitations on small business. It follows that any limitation 
on exports constricts the market for one of our vital industries. This 
industry is made up of several thousand scrap dealers and brokers 
who are, for the most part, small independent business people. On 
the other hand, iron and steel scrap are essential raw materials for 
the gray iron, the steel, and the ealioabte foundries. The foundries, 
too, include several thousand small business firms. 

In addition, scrap steel is the essential raw material of our semi-inte- 
grated steel mills. While there are only about 60 companies strictly 
classified as semi-integrated steel producers, these 60 companies make 
up a vital industry which is highly important to the well-being of 
the whole Nation. Over recent years the trend of small steel com- 
panies has not been good. For 1954 the Bureau of the Census reported 
65 less steel works and rolling mills than were in operation in 1939. 
This was despite the tremendous expansion of steelmaking facilities 
and markets for steel which has taken place since 1939. 

During the week we hope to hear from all of these industries. 

We are honored to have with us Hon. Sinclair Weeks, Secretary 
of Commerce, Hon. Harold C. McClellan, Assistant Secretary of Com- 
merce for International Affairs, and other officials of the Department 
of Commerce. The Secretary and Assistant Secretary have found 
that they have a long- standing appointment at the White House this 
morning, and they must leave at 10:30, so unless some of the other 
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members have something they wish to say, we will let the Secretary 
proceed in his own way. 


All right, Mr. Secretary, I believe you have a prepared statement. 


TESTIMONY OF HON. SINCLAIR WEEKS, SECRETARY OF COMMERCE; 
ACCOMPANIED BY HON. HAROLD C. McCLELLAN, ASSISTANT 
SECRETARY OF COMMERCE FOR INTERNATIONAL AFFAIRS; AND 
WILBUR WILLIAMS, BUREAU OF FOREIGN COMMERCE 


Secretary Weexs. Mr. Chairman and gentlemen, I do have a pre- 
pared statement and Mr. McClellan, Assistant Secret ary for Inter- 
national Affairs, has a statement too. I think we have here this morn- 
ing everybody who can answer all of the questions that you may have 
to “propound. 

I would appreciate it, Mr. Chairman, if it is in order, if I might 
read my statement and if Mr. McClellan then might read his st: stement 
and defer questions until we both finish. They are both very short. 

The Cuatrman. You may do it in whatever way you dee ide. We 
shall be very glad to accommodate ourselves to your wishes. 

Secretary Werks. Thank you very much. 

I welcome the opportunity which this committee has given me and 
my associates in the Department of Commerce to discuss with you 
our responsibility and actions with respect to exports of iron and steel 
scrap. I particularly appreciate your courtesy in arranging this 
meeting early enough to enable us to keep another important appoint- 
ment. 

I should like at the outset to make a very brief statement of our 
authority and responsibility in this field and to explain how we are 
organized to carry it out. Assistant Secretary Harold C. McClellan, 
who i is directly in charge of the international side of our work, would 
then like to go into this matter with you in more detail and answer 
such quest ions as you may have about our policy and practices. 

The authority for the regul: ition of exports from the United States 
has by law been vested in the President and delegated by him, by 
Executive order, to the Secretary of Commerce. The law inv — 
is the so-called E xport Control Act of 1949 which, only last year, was 
extended by the Congress to run until June 30, 1958. 

Section 1 of this law sets forth the factual findings which, in the 
judgment of Congress, justify and require the use of export controls. 
These facts are that certain materials are in short supply here and 
abroad and their export from the United States affects our own econ- 
omy and our foreign policy; also, that unrestricted exports of strategic 
materials may affect the national secur ity. 

Section 2 of the law then states the policy objectives to be accom- 
plished in using export controls, as follows: (1) to protect our econ- 
omy against excessive export drain of important commodities which 
are in ‘short supply; (2) to further our foreign policy y and assist in 
carrying out our international responsibilities; and (3) to safeguard 
the national secur ity against harmful exports of strategic items. 

The law does not specify what commodities should be controlled, 
or to which destinations, or in what manner or amount. These m: ut 
ters are left to administrative discretion and determination within the 
policy criteria I have just mentioned. 
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I should point out, however, that the export-control actions taken 
by this Department represent, in effect, actions of the Government as 
a whole. Under the Export Control Act, section 4, the Secretary of 
Commerce is required to— 
seek information and advice from the several executive departments and inde- 
pendent agencies concerned with aspects of our domestic and foreign policies and 
operations having an important bearing on exports. 

The Department obtains such interdepartmental advice and guid- 
ance through the medium of a committee known as the Advisory Com- 
mittee on Export Policy. This committee is chaired by the Assistant 
Secretary of Commerce for International Affairs, and it includes rep- 
resentatives from the Departments of State, Defense, Agriculture, and 
Interior, the Office of Defense Mobilization, the Atomic Energy Com- 
mission, and such other agencies that are invited whenever their inter- 
ests are concerned. This group advises the Secretary of Commerce, 
to whom the President has delegated action responsibility, on the 
makeup of the list of controlled commodities ; the proper strategic 
ratings of commodities controlled for security reasons; the need for 
and amount of export quotas, and all other policy matters. 

I should also mention that the Department also regularly seeks ad- 
vice from representatives of industry and the export trade. This 
advice is of great value to us, particularly in determining the needs of 
the domestic economy and the potential foreign demand for our goods, 
and the cooperation of the business community in this respect has been 
notably good. 

By way of introduction to Assistant Secretary McClellan’s remarks, 
[ now should like to make these general observations about the situa- 
tion in regard to iron and steel scrap. 

Iron and steel scrap is potentially in serious short supply and for 
that reason it is on our list of commodities controlled for supply rea- 
sons. The major problem recently has been to determine to what 
extent and in what manner exports should be limited. The Congress 
itself, recognizing the lack of detailed factual information in this field, 
authorized a study on the supply situation by our Department which 
has recently been published. 

At the same time we have been having discussions with each of the 
countries who import heavily from the United States to determine 
their real needs. ‘This has been a customary first step taken as a pre- 
liminary to the imposing of export quotas where they may be required 
because of short supply. Should our determination of the real needs 
be more than we find can be safely exported I see no alternative but to 
impose quotas. As matters now stand it appears, however, that we 
probably will be able to work out through voluntary means an equi- 
table distribution of what can be spared and to avoid the necessity for 
quotas. 

At this point Assistant Secretary McClellan will make a brief state- 
ment of our authority and responsibility in this field and explain how 
we are organized to carry it out. 


TESTIMONY OF HON. HAROLD C. McCLELLAN, ASSISTANT SECRE- 
TARY OF COMMERCE FOR INTERNATIONAL AFFAIRS 


Mr. McCretxan. I am sure that you gentlemen are already aware 
that the increase in levels of export of iron and steel scrap over the past 
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several years has been a matter of constant concern to the steel indus- 
try, the scrap collecting and processing industry, and to the Depart- 
ment of Commerce, which has the final responsibility for determining 
export-control policy and for the administration of controls within the 
policies Acided upon. 

I am also sure that you are aware that the unprecedented industrial 
activity both at home and abroad during the last few years has created 
an unprecedented demand for this basic raw material. 

The United States policy on scrap exports has been an extremely 
difficult one to formulate. In our continuing study of the steel-scrap 
problem we have kept in mind the vital interests of small business. 
Clearly within this category are many of the nonintegrated steel 
mills, 80 percent of the 3,500 iron and steel foundries and the 8,000 
to 10,000 scrap dealers who trade in this important commodity. It 
should be recognized that the problem here is to safeguard the supply 
of an essential raw material and particularly to safeguard it for 
the producers to whom it is essential. Those in this category are the 
foundries and nonintegrated mills. Obviously, the scrap dealers 
not only supply the export market but, much more importantly, they 
supply the domestic market. To export unprecedented tonnage, as is 
presently contemplated for 1957, scarcely suggests impairment of 
the operations of scrap dealers. Incidentally, it should be noted that 
only a few scrap dealers handle their own exports. Approximately 
50 firms dealing in iron and steel scrap are engaged in the export trade 
directly, but not exclusively. All but 2 or 3 of these trade in the 
domestic market, and many are direct suppliers to domestic industry. 

One major difficulty has been that of obtaining adequate data on 

United States scrap-supplv availability, both current and future. 
Collection and processing of scrap is governed by very sensitive mar- 
ket conditions, seasonal factors, rapid changes in consumer-purchas- 
ing activities (both foreign and domestic) and various other hard-to- 
predict influences. We have been able to forecast with a fair degree 
of reliability the volume of scrap currently available and likely to be 
available in the future from so-called home scrap accumulations. This 
is the scrap generated in the steel manufacturing and foundry opera- 
tions at the primary production level. This is also true for so-called 
prompt industrial scrap generated in fabricators’ plants and machine 
operations. The most difficult areas in which to assess scrap supply 
and availability is that of so-called purchased scrap which in general 
is the obsolescent scrap metal collected and processed by the scrap 
industry throughout the country—coming from farms, auto grave- 
yards, demolition and wrecking operations, etc. 
' Since the end of the Korean mobilization period several studies 
have been made by various organizations attempting to estimate the 
future supplies of purchased scrap in relation to probable demand. 
Unfortunately, these studies drew conflicting and contrary conclu- 
sions, some indicating adequate future supply and others indicating 
potential shortage. 

Because of this serious lack of specific information, the last Congress, 
when enacting legislation extending the Export Control Act in June of 
1956, directed the Secretary of Commerce to make a complete survey 
of the iron and steel scrap now available and potentially available. 
The Congress appropriated funds for this survey to be made by an 
independent factfinding agency. The survey was made by the Battelle 
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Memorial Institute, and a report was submitted by the Secretary to the 
Congress on February 1 of this year embodying the findings of the 
Battelle survey and analysis of the supply and availability of obso- 
lescent iron and steel scrap. I have copies of this report with me, 
which I will be glad to leave with the committee. 

Without going into the technical oe of this very complex sub- 
ject, this new study and our own analysis in the Department reveal 
that the real danger confronting us is the potential shortage of the 
so-called heavy melting and No. 1 sheet melting grades. It is signifi- 
cant that these prime grades of scrap are in the greatest demand by the 
principal foreign consumers—the European Coal and Steel Commu- 
nity, Japan, and the United Kingdom—as well as by our own domestic 
steel mifis and foundries. This shortage, potential here, already exists 
throughout the rest of the free world. 

For the last year and one-half the Departments of State and Com- 
merce have been holding discussions with the three major foreign 
takers of the United States scrap indicated above in an effort to per- 
suade these governments to take steps at home to reduce their countries’ 
reliance on steel-scrap imports from the United States. Steps advo- 
cated have been (a) to look to other areas than the United States for 
steel-scrap purchases; (b) to convert present steel mills to types which 
‘an use less scrap and more of the basic metallics in steel production ; 
(c) to design new steel-mill construction for maximum basic metallic 
use rather than scrap; and (d) to locate and develop other essential 
resources such as basic metallics and ores, coal supply, and fuels. Our 
discussions have been effective, and real progress toward these objec- 
tives has been attained. 

On May 6 we found it prudent to serve notice that, pending comple- 
tion of these current discussions, the licensing of heavy melting grades 
would be limited to last year’s exports of these grades. With this 
exception, our licensing of ferrous scrap is continuing unrestricted. 
The reasons for this action are as follows: Last year—1956—our 
country exported more than 6 million tons of iron and steel scrap, 
approximately two-thirds of which was in the heavy melting grades. 
This was an alltime high, and has generally been considered to be 
beyond the danger point. During the first 4 months of 1957, license 
applications for exports of the heavy melting grades to the 2 principal 
importing areas were nearing the level of last year‘s total exports. In 
our judgment, simple prudence required us to notify the countries 
involved that, pending conclusion of our discussions of the potential 
shortage ahead, licenses for exports beyond last year’s volume in the 
heavy melting grades would not be granted. In this connection it is 
interesting to note that from all sources we have received only a dozen 
or so complaints and we have had fully this number of commendations. 

We are thoroughly convinced that through the course we are now 
pursuing we will obtain, through cooperation with the other countries 
involved, a satisfactory solution to this problem. 

The Cuatrman. Mr. Secretary, we, of course, want to accommodate 
vou and Mr. McClellan by making arrangements for you to leave by 
10:30. TT assume if we need you in the future that you will be avail- 
able—particularly Mr. McClellan. 

Secretary Werks. Yes, sir. 

The Cuatrman. We will try to get through with you, certainly, if 
we can, so that you will not have to return. 
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Secretary Weeks. We will be glad to come back any time, but this 
appointment involves people that are coming from around the country. 

The CuaAtrman. That is perfectly all right. Now, Mr. Secretary, 
are any negotiations still going on with the Japanese on the question 
of how much scrap the Japanese will take this year ? 

Secretary Werks. Yes; conversations are still going on; yes, sir. 

The Cuarrman. And negotiations with the Japanese have been sus- 
pended by reason of these hearings? 

Secretary Werks. No, sir. 

The Cuarrman. Your negotiations have not been suspended ? 

Secretary Weeks. No, sir. 

The Cuarrman. Mr. Secretary, will you describe to us the nature 
of the quotas or the informal agreements, if any, which were in effect 
last year concerning the maximum amount of steel scrap which would 
be taken from this country by the Japanese, the United Kingdom, and 
to the European Coal and Steel Community ? 

Secretary Werks. I would not say that we had any. We certainly 
had no quotas. We had some discussions last year, but I will have to 
ask Mr. McClellan to answer whether or not there were actually any 
figures set. I do not recall. 

Mr. McCietian. Mr. Chairman, last year in our discussions with 
the Coal and Steel Community, Japan, and United Kingdom, we urged 
upon them a proper appraisal of this problem and asked what they 
thought they would need, and then tried to find a meeting of minds 
as to what would be a proper amount for them to take, and this was 
substantially achieved, but there was no firm commitment of the order 
that would deny an increase beyond that figure. For example, Japan 
actually took more last year than we thought would be withdrawn by 
that country. It wasn’t, in other words, the kind of a binding commit- 
ment that would reduce exports beyond that level; that 1s, rather, 
asking for a voluntary limitation which was substantially met. 

The Cuatrman. In other words, you did have a quota although it 
was not definite; is that right? 

Mr. McCietian. I wouldn’t call it a quota, Mr. Chairman; it was 
simply a limitation of an estimated amount that we jointly thought 
could be met. 

The CuamMan. We will call it an estimated amount. Was that 
made public? Was a public statement made of that, Mr. McClellan? 

Mr. McCrextxan. I don’t recall, but I am quite certain that the 
amounts that were talked about were made known through the news- 
papers, but I can’t recall for sure. There was no secret about it. 

The Cuairman. There was no reason why it shouldn’t have been an- 
nounced ? 

Mr. McCieian. No, sir. 

The CuarrMan. Mr. Secretary, according to press reports here and 
abroad, the United States limit on scrap shipments to Japan last year 
was 1,800,000 tons, but shipments to Japan exceeded that amount by a 
substantial tonnage. Is that according to your information? I believe 
Mr. McClellan just referred to that. 

Secretary Weeks. That is correct. 

The CuatrmAn. You exceeded it by how much ? 

Secretary Weeks. It was 2,100,000 tons plus. 

The Cuarrman. I believe you are a member, Mr. Secretary, of the 
Council on Foreign Economic Policy, which is headed by Clarence 








IRON AND STEEL SCRAP 7 


Randall, and which used to be known as the Dodge Committee. We 
have heard and seen reports over the past several years that the Coun- 
cil has had before it on various occasions the question of whether or 
not exports of iron and steel scrap should be restricted. For example, 
there was a press report that the council voted 8 to 1 against quantity 
restrictions in August of 1955. Do you recall the Council action 
at that time, Mr. Secretary ? 

Secretary Weexs. I don’t have in my mind any specific action of the 
character described by you. I will say this; that I am a member of 
the Council on Foreign Economic Policy, as representatives of other 
interested agencies in foreign economic policy are. The statute re- 
quires me, as I have stated, to consult with interested agencies. 

CFEP is an advisory group to the President concerning itself only 
with the foreign policy aspect of these controls. So I deal mostly 
with ACEP, the Advisory Committee on Export Policy. Then I, too, 
discuss with the State Department and with CFEP matters in the 
foreign policy field. I do not recall whether in discussions with CFEP 
there ever was a formal vote noted or recorded. From time to time 
there have been expressions of opinion, but that is all I go there for, 
is to get expressions of opinion. I am not—well, I was about to say 
T am not obligated to go to CFEP. I am obligated to go to the State 
Department, and under the setup, this being an arm of the President 
to advise him, obviously I do seek their advice. 

The Cuamman. I do not mean to be personal, Mr. Secretary, but 
there has been a rumor over a long period of time that among the 
Council members you have been the principal champion of limiting 
exports of iron and steel scrap, Would you mind telling us whether 
the one vote in favor of limitations in 1955 was your vote, in the event 
that the vote was actually taken, or would you have voted that way? 

Secretary Werks. Well, if there was an 8 to 1 vote—I can’t testify 
whether there was or not—I probably was the one. 

The Cuarrman. You probably were the one? 

Secretary Werks. I do not think, as I recall, that they take a formal 
vote. 

Mr. McClellan says they never do take a formal vote. 

The Cuarrman. They never take a formal vote? 

Mr. McCietian. No, sir. 

The Cratrman. Do you recall whether this question of export limi- 
tations came before the Council early in 1955 or in 1954? 

Secretary Werks. I would say this, that ever since I have occupied 
my present office we have seen this export of scrap building up in 
volume and from the very earliest days of the first Eisenhower ad- 
ministration we have been w atching it ‘and concerning ourselves with 
it. It went up very rapidly in the last several years, until it has 
reached as high as, as has been pointed out, somewhat over 6 million 
tons last year. This you have to possibly judge with or compare 
with the exports in 1939 to Japan, which, that year, went up to al- 
most 4 million tons, and I think that was about the total export at 
that time. 

So there we have a top of 4 million and now it has gone up to over 
6 million and industry has talked with us and we have been very 
interested in this general subject, and that is what actually lead up 
to the procedures that are being prescribed today. 
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The Cuarrman. Was the question of whether or not our Govern- 
ment should work out voluntary restraints with any of the foreign 
purchasers of scrap reached with the Council, that is, the Council 
on Foreign Economic Policy, last year ? 

Secretary Werxs. Not, I would say, as a formal matter, because 
this is our responsibility and whatever is done we normally initiate 
the action, but this question of what we do or do not do or what con- 
versations we have or what conclusions we seek to reach are discussed 
around the table in ACEP, in CFEP, and with the State Depart- 
ment and the White House. 

The CuatrmMan. Do you know whether or not the Council ever dis- 
cussed the advantages and disadvantages of working out with foreign 
buyers of scrap informal quota agreements as contrasted to quotas that 
would be publicly announced and enforced by the Government! 

Secretary Weeks. I wouldn’t say that the Council ever, as such, 
initiated any discussions. I am sure they haven’t. The discussions— 
the whole thing is the responsibility of the Secretary of Commerce. 
The operating end of it is under the direction of Mr. McClellan. 
We, because of foreign policy implications, where they are involved, 
and they usually are involved, we work very closely with the State 
Department, but the Council on Foreign Economic Policy, as such, 
I do not believe could be considered to take any formal action and 
it certainly takes no initiative. 

The Cuamman. Because they rely on you and you are seeking all 
the information you can get from them, as I see it ? 

Secretary Weexs. Well, I rely upon them for advice. I, myself 
took the matter in the first instance to CFEP to get their advice. 

The Cuarmman. CFEP? 

Secretary Werks. Council on Foreign Economic Policy. 

The Cuairman. That is the top policy committee ? 

Secretary Werexs. Yes. ACEP is my working operation. 

The Cuarrman. Was a decision announced on May 6 which was to 
limit exports of heavy melting grades of scrap to Japan, the United 
Kingdom, and the Community countries cleared with the Council on 
Foreign Economic Policy ? 

Secretary Weeks. I am sorry, I didn’t understand. 

The Cuatrman. Did you clear with the Council on Foreign Eco- 
nomic Policy that statement of May 6 announcing the limitation of 
exports of heavy melting grades to Japan, the United Kingdom, and 
the Community countries ? 

Secretary Weeks. I would like to ask Mr. McClellan. 

Mr. McCretxian. There has been no meeting of the Council on the 
subject related to what was announced on that date. I would report, 
however, that, in line with what the Secretary has just said, each 
of the agencies concerned with what we were doing in this general 
area were informed prior to the announcement of May 6 as to what 
we were doing and why. 

The CHarmman. Which of the departments makes recommenda- 
tions on the amount of scrap the Japanese should be allowed to have? 
Is it the Department of State or International Cooperation Admin- 
istration ? 

Secretary Weeks. No, the Department of Commerce. 

The Cuamman. The Department of Commerce makes the decision ? 
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Secretary Wrexs. We work up the amounts which we think are 
clearly indicated as desirable amounts. 

The Cuamman. And when necessary, when you feel it is desirable, 
you seek advice and counsel from the State Department, I assume, 
and the International Cooperation Administration ? 

Secretary Weeks. Yes, sir. 

The CHatrman. But you are charged with the duty of making 
the decision ? 

Secretary Wrexs. It is right in the statute before me. 

The Cuatmrman. That is, in the Export Control Act? 

Secretary Weeks. In the statute, section 4, it says that we shall 
seek information, advice from the several executive departments and 
agencies, 

The Cuatrrman. The Department’s 34th Quarterly Report on Ex- 
port Control contains this statement : 

The Department is constantly striving to reduce the burden of export controls 
on the American export community and to keep to a minimum Government 
regulation of commerce and industry. 

Let me ask you this question, Mr. Secretary: When Government 
officials restrain exports by negotiating with foreign purchasers to 
have them limit their purchases in this : country, is the impact on the 
industries affected the same as it would be if you openly set export 
quotas; or isn’t it more likely that when you quickly or quietly nego- 
tiate voluntary restraints a few people in the trade will be able to 
find out what is going to happen and will use that information to 
their advantage, w vhile a great many little people in the trade will not 
know what has he appened probably for a long time? Would you like 
to comment on that ? 

Secretary Wrrxs. Well, Mr. Chairman, I don’t think, if I under- 
stand the question correctly, that would happen. In the first place, 
there is continuous discussion of this and I don’t think that there is 
much that is secret about it. It is known, the amount that has been 
exported last year; it is known we are having these discussions and 
so on and in gener i it is known that we would like to hold the upper 
limits at, certainly, what they were last year—approximately what 
they were last year. 

Now in any action that we take, I am sure that the small noninte- 
crated mills and gray iron foundries are going to benefit if the action 
is to hold down the exports. 

Two or three years ago when these matters were being considered, 
they were most troubled about their situation and I think this general 
discussion, I think it helped, as I say, the nonintegrated mills and the 
gray iron foundries more the an it helped any larger business. 

[ can’t believe myself that there is anything in this procedure that 
would favor one group as against another among the consumer groups. 

Does hip at answer your quest ion ? 

The Cuamman. Yes; it does ina way. You do not emphatically 
deny th: at there is not some kind of agreement, some sort of a conver- 
sational understanding, or some sort of rough agreement or estimate, 
such as Mr. MeClellan referred to, which you expect these countries to 
abide by. If there is any such agreement as that, although it is not 
definite—if there is something that you are generally shooting at as a 
goal and certain people know it and others do not know it, those who 
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do not know it would be placed at a disadvantage. You do not think 
that there is anything in your negotiations that would justify a charge 
like that ? 

Secretary Weexs. I want to answer that question or attempt to 
answer it and then I would like to have Mr. McClellan comment. 

Obviously we work according to the law and only according to 
what the criteria set forth in the law require of us. Now you can’t 
have these discussions, obviously, in a goldfish bowl. You have to 
take it out, and that is what is being done. But in a general way I 
am sure everybody knows what the general goal is, and I don’t con- 
sider myself that there is any ¢ advance information given to anybody— 
there shouldn’t be, certainly—that would give anybody any advantage. 
1f I thought there was, I should certainly want to change the procedure 

Do you want to add or subtract from that ? 

Mr. McCrexxian. I would only add one word and that is when 
the facts are known and any information is developed that has an 
affect, it will not be selectively released but everybody will know what 
the facts are. There is nothing secret about this, nor was there last 
year. 

It is my hope, incidentally, Mr. Chairman, that out of this year’s 
discussion will come, perhaps, a somewhat affirmative commitment 
from all of the importing countries as to what limit they will place on 
their import of steel scrap and whatever that is, the whole trade will 
know it. 

The Cuarrman. Is there any effort made to keep these three pur- 
chasers from dealing with just 1, 2, or 3 concerns in the United States, 
and is there an effort made to distribute the opportunities as much as 
possible to as many dealers as possible ? 

Secretary Weeks. Well, Mr. Chairman, on that the law again is 
clear in authorizing exports full utilization of private competitive 
trade channels, and it shall be encouraged insofar as practicable. 

That is in section 4 (b). 

We work with the governments of the countries concerned and we 
obviously cannot tell them, their own nationals, whom to buy from, 
but we do urge, in accordance with the statute, that there be some 
competition in the export of scrap. 

If I may, I would like to make just a short statement. This Bat- 
telle report clearly indicated to us that there is enough overall scrap 
to take care of the requirements of the free world, but not in the 
No. 1 and No. 2 heavy melting grades and No. 1 bundle classification 
and we are trying to appro: ich this in accordance with the statute, 
but at the same time trying to have our partners in the free world, 
the Coal and Steel Community, Great Britain, and Japan, under- 
stand that we are all in the same boat here, so to speak, and that they 
must do things which will decrease their reliance upon scrap and in- 
crease their supply of metallics. We are trying to work this thing out 
on a fair and equitable basis so that we can conform with the law, that 
we will have scrap enough in this country, and that they will be able 
to carry on in their own field. 

The CHarmman. Our country is the only one that has antitrust 
laws, I believe, while the other countries with which you are dealing 
have monopolies and cartels which they operate legally. 
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Secretary Werxs. Well, I am not an authority on the laws of all 
these countries, but I think that is substantially the case, as I under- 
stand it. 

The CuatrmMan. This export order restricting scrap does not apply 
to iron ore, pig iron, and semifinished and finished steel products; 
does it ? 

Secretary Werks. No, sir. 

The CuarrmMan. Isn’t it your experience and observation that as 
these countries are denied a supply of scrap, they are more and more 
turning to these other 3 commodities; that is, iron ore, pig iron, 
and steel; that as the supply of one goes down, the import require- 
ments of the others goup? Is that correct or not? 

Secretary Werks. Well, I do think that is the case, but I have some 
people here that can answer that for a fact. 

Mr. McCtretian. Let me speak first, Mr. Chairman, to the export 
of semifinished and finished steel. During the period when the steel 
scrap exports had multiplied 15 times, while the volume of exports 
rose to the point where it is now about 15 percent of available market 
scrap, the export of semifinished and finished steel has been con- 
stant—between 4 and 5 percent. Now the same thing is substantially 
true of the other metallics. 

If the situation developed under which these other elements in the 
steelmaking or steel use were involved, certainly they would have to 
come under careful scrutiny, but up to this time steel scrap has been 
the one raw material in this general field that has given us a problem. 

The CuatrmMan. You admit, however, that pig iron and iron ore are 
in competition with steel scrap ? 

Mr. McCrietxian. The fact is, Mr. Chairman, that what we want 
these other countries to do is to develop the kind of production facili- 
ties that can accommodate the other more basic metallics and not rely 
upon scrap. 

The Cuarrman. Yes; I notice that you indicate that in your state- 
ment. 

Mr. McCieiian. Once they have done that, they can use their own 
and therefore their problem is to get steel scrap, not from metallics or 
other ores. 

The Cuarrman. Mr. McClellan, you mentioned awhile ago in your 
statement, or at least in answer to a question, that the Japanese quota 
was about 1,800,000 tons last year and they exceeded that quota. When 
was that quota arrived at? 

Mr. McCie.ian. Well, it was early last year when the discussions 
took place. I was present in those discussions. 

The Cuatrman. Who attended these meetings ? 

Mr. McCrieixian. The State Department and the Department of 
Commerce only. 

The Cuatrman. Did you bring in anyone connected with the indus- 
try at any time? 

Mr. McCietian. No, sir; neither from our country nor from the 
others, not in these discussions with their government. 

The CHarrmMan. At the same time did you fix quotas for the Euro- 
pean Community ? 

Mr. McCrextian. Mr. Chairman, we did not fix quotas nor did we 
impose a ceiling of 1.8 million. What we did at that time was to 
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discuss about a limitation which we hoped they would impose upon 
themselves, in the case of Japan, particularly. They never made the 
commitment to the United States that they would do so, but indicated 
only that they would try to cooperate in meeting this problem. 

The Crramman. Was this generally known by everyone in the scrap 
business ? 

Mr. McCretian. I believe it was generally known by everyone in 
the steel business. 

The Cuarman. In the steel business and in the scrap business / 

Mr. McCietian. Yes, sir; but what we were talking about in terms 
of these discussions, there was no quota; there was no announcement of 
it, but just, as has been indicated in the release of May 6, we were 
endeavoring at that time to hold the level down to last year’s imports 
by the several areas and that was contained in the press release. ‘This 
has been the policy throughout, to keep the industry and the scrap 
industry and all of those involved informed as to what the patterns 
were, to the extent that they were established. 

The Cuarmrman. Has the industry or any particular part of the 
industry required tie-in sales in shipping heavy-melting scrap to the 
different countries, which required that they take, also, a certain 
amount of scrap bundles? 

Mr. McCriewian. Not to my knowledge; no, sir. I don’t believe 
that has occurred at all. 

The Cuamman. Have you heard that the Japanese have huge quan- 
tities of bundles on hand? 

Mr. McCretian. Certain areas have imported cargoes, I believe, 
of heavy melting grades only. This ratio has been about 2 parts of 
heavy-melting gr: ades; that is, heavy melting Nos. 1 and 2, to 1 part of 
the No. 2 bundles and the other categories. 

The Cuarmman. That has been the ratio? 

Mr. McCrietian. Generally. 

The Crarrman. Well, that ratio is worked out by the scrap 
industry, not by you? 

Mr. McCrextian. Not by us; no, sir. 

The Cuarrman. You had nothing to do with it, although you do 
not oppose it? ve 

Mr. McCrieiian. We had nothing to do with that. That has 
merely been the general pattern that fits into the steelmaking prac- 
tices in the area of imports. 

The Cuarrman. I feel, since you gentlemen have to go soon, that 
I should refrain from asking my questions for the present and give 
Mr. Hill and other members of the committee an opportunity to ‘ask 
questions, with the understanding that Mr. McClellan will come back 
later. 

Mr. Hill. 

Mr. Hitx. Mr. Secretary, I am glad to be here and hear this state- 
ment you made this mor ning. I would like to ask a question. 

Before I ask it, I wish to state that I am in a different field here 
than that in which I have been operating because everything we have 
been discussing in the Committee on Agriculture has been concerned 
with the tremendous surpluses that we have, so it is quite a change 
to come into a field where you are wondering how you are going to 
manage the sale of what little you have and to whom you shall let 
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it be shipped. I find myself in a very strange and unusual atmos- 
phere here today. 

Now the first question I would like to ask is: What have prices to 
do with this increase in volume of steel scrap which we have been 
shipping abroad? JI mean the price at which we have sold this. 

Secretary WrEKs. Well, at various times I have felt that the price— 
well, let me start again on that. I don’t think that the price has much 
effect in this thing. 

The price in the steel se ‘ap is a very volatile procedure. It is up 
und down. It was $65, I think, in December; $45 today. In June 
1948, it was $41; in June 1949, it was $21. But the demand from 
abroad has been in effect regardless of price, 1 would say. I don’t 
think price has had any particular effect on it. 

Mr. Hitz. The next question: If we are shipping so many tons of 
this scrap steel to foreign countries as to have a terrific effect on our 
economy, has the Department of Commerce done anything toward ex- 
changing the steel for critical material that we might need here? 

Secretary Weeks. No. 

Mr. Hit. No bartering at all? 

Secretary Werexs. No, sir. 

Mr. Hixu. Not that you couldn’t use it. The Secretary of Agri- 
culture has the right to barter for strategic material of any kind, 
and you haven’t used that method or have you authority to use it? 

Secretary Werxs. No, sir. 

Mr. Hut. Then the next question: Have you a table from which 
we can determine the countries that have increased their import of 
scrap steel in each year and how the tonnage of 1 year compares 
with another ? 

Secretary Werks. Yes, sir. 

Mr. Hitt. You have a table? 

Secretary Werks. Yes, sir. 

Mr. Hitt. I should like to have the table. 

The Cuarrman. Would you mind inserting it in the record, Secre- 
tary Weeks, at this point? 

(The table referred to appears at pp. 24-35.) 

Mr. Hii. And I also would like a copy of your report, the report 
to which Mr. McClellan referred. 

The CuatrmMan. That is not for insertion. 

Mr. Hrut. No; not for insertion. 

The Cnamman. But the table will be inserted in the record. 

Mr. Hitn. Yes. 

Secretary Werks. These are the Battelle reports that we spoke 
of. That is not to go in the record. That is the Battelle report, but 
there are copies available for everyone. 

Now on the question of the take by foreign countries and the price 
structure, we will provide a chart for the record. 

The Ciuramrman. Thank you, sir. 

Mr. Evins? 

Mr. Evins. Mr. Chairman, I will say at the outset, while we may 
or may not agree with the policy in regard to this steel-scrap situa- 
tion, that Mr. Weeks made a very wise choice when he seleeted his 
wife from Murfreesboro, Tenn. 
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Secretary Wrrxs. I may say, Mr. Chairman, for the record that 
I think I did very well, too. I don’t think it has hurt me in Wash- 
ington with Representatives from Tennessee. 

Mr. Evins. Mr. Secretary, we know that some of the small-business 
concerns are complaining : about the small quotas on scrap and, as you 
indicated, perhaps others favor it. Perhaps those who favor it are 
the limited few. You indicated that the industry has made some 
studies and that you are continuing in your studies and, also, that 
the Congress recognized the lack of detailed information and author- 
ized a study and you have provided us with this report. But I believe 
the testimony we have had seems to be conflicting. At one time you 
say there is a potential shortage of scrap and then again we gain the 
impression that perhaps there is an abundance of av ailability of it, 
but you are trying to encourage the sale of pig iron, iron ore, and 
steel, rather than sc1 ‘ap. W hy is it that you want to encourage the 

sale of pig iron and iron ore, rather than the steel scrap? 

That is one of the things that I am not advised about. 

Secretary Werks. Mr. ‘Congressman, I I don’t think there is any- 
thing that we have said, or certainly we have not intended to say that 
we are trying to encourage the sale of these other items you men- 
tioned, except as we are ‘instructed by the statute to promote and 
develop foreign and domestic commerce. 

As you think, there is a conflict between a statement on the one hand 
that there is an available supply and, on the other, that we are in 
short supply. I think that comes from what I said, perhaps not too 
clearly, that this Battelle report finally gave us the information which 
we think is accurate, and that is that the overall scrap picture for the 
immediately foreseeable future, the supply, is adequate, but when you 
get into the Nos. 1 and 2 heavy melting grades and No. 1 bundles, that, 
while we are not short, we are going to: be short pretty soon, and the 
only remedy is for people to increase their supply of metallics. This 
is a possibility in Japan and with the Coal and Steel Community. 

We don’t think that today there is any great crisis, but looking 
ahead 2, 3, or 4 years, we think there is going to be. 

Now, in this country I think it is a fact that these No. 1 grades, the 
heavy melting grades, are used in the percentage of about 45 percent, 
and the foreign purchasers have been taking it in order of about 
60 percent, so that there would be quite a substantial difference if 
they took these grades in the «mount that we use them in the steel 
business in this country. 

Mr. Evins. So that the conclusions of the Battelle report are, in 
substance, that there is a potential shortage in these 1 and 2 categories? 

Secretary Werks. Yes; and not very far in the future, either. 

Mr. Evins. How extensive, Mr. Secretary, has been your analysis, 
or shall we say, your survey, of scrap? How extensive has that been ? 

We see in many areas as we drive along the roadside many hun- 
dreds of auto graveyards that many people would like to see cleaned 
up. How extensive is your census? Do you have all of the informa- 
tion available as to the potential of ser ap? 

Secretary Weeks. Well, we had a survey last year which some of 
my associates can tell you about and then we had the Battelle Insti- 
tute take a look at the obsolete scrap, and. of course, we have avail- 
able figures of the home scrap, so that I think as of this moment that 
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our information on the scrap picture in this country is right up to 
date and as accurate as you can get. 

Obviously, you have to guess some in this field of obsolete scrap. 

Mr. Evins. Mr. Secretary, you stated earlier, I believe, that exports 
were restricted in 1956. Did the State Department make an an- 
nouncement in 1956 that exports were restricted? And, if so, would 
you provide the committee with copies of that announcement? 

Secretary Weeks. We made no announcement and did not restrict 
it in 1956. 

Am I correct ? 

Mr. Witu1aMs. That is correct. 

Secretary Weeks. There is only a very vague, perhaps not even an 
understanding, but an expression of our hope that they would keep 
to certain figures last year. 

Mr. Evins. Mr. Secretary, has the Administration changed our for- 
eign policy toward trade with Red China in any respect ? 

Secretary Werks. Not to my knowledge, and I think I am up to date 
on it. 

Mr. Evins. I have here—I don’t know the source of this information, 
but here is a Trader’s Chronicle, a Japanese publication, and it goes on 
to state that restrictions and quotas are proposed by the United States 
Government on scrap steel, and it says that both the United States 
Government and the Japanese Government are to keep secret the con- 
tents of the foregoing, and that probably because of this both leaders 
of the Japanese steel industry and American scrap steel shippers 
appear very careful in commenting upon the contents of the secret 
agreement. 

These reports are being called to the attention of the committee from 
time to time and cause the committee to be concerned. Have you any 
comment ? 

Secretary Wrexs. I don’t know of any secret agreement. I don’t 
think there should be any secret agreement. I don’t think there is 
need for any secret agreement. 

I would like to ask Mr. McClellan to comment on that. 

Mr. McCrietzan. I think probably there has been some misunder- 
standing in connection with this. In the first place, there have been 
no secret agreements and we contemplate no secret agreement, as I 
indicated earlier. Iam sure when these discussions are completed, if 
there is any figure indicated as to the amount that each of these areas 
will need and take, that will be public information, but it is true that 
in the course of discussions there passed between the governments of 
these several areas that our Government requests and proposes and 
suggests in the course of our dicussions what might make: a. proper 
solution. 

Now there is no commitment today with any of them for 1957. 
That has been indicated by our press release. It has been our hope 
that they would limit themselves to what they got last year. So we 
have discussed with the countries, as best we could, the needs that 
they have reported to us in trying to find all of the facts before we 
decided how we could best allocate, with their cooperation. But that 
information, that suggestion that there has been any secret. agreement 
or that there is one contemplated at all, that is not the fact. 

Mr. Evins. Thank you, Mr. Chairman, and thank you, Mr. Secre- 
tary. 
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The Cuamman. We agreed to excuse you gentlemen at this time. 
Now it is possible other members who did not get an opportunity to 
interrogate you, Mr. Secretary, would like to, and I believe you said 
you would be av: ailable sometime that would be mutually satisfactory. 

Mr. Rreutman. Could I ask one question, if the Secretary will bear 
with me a minute, to clear up this quota situation. Has there ever 
been, since you have been Secretary of Commerce, a quota on exports of 
scrap, of any of these scrap steels, to any of these countries 4 

Secretary Weeks. No, sir. There was, I am told, an embargo when 
we took office in January 1953, but there has never been—we took the 
controls off early in 1953 and there has never been a quota established 
on steel scrap since I have been Secretary of Commerce. 

Mr. Ries iMan. aan the export of steel scrap from this country 
has been in respect to the requests from foreign countries, and that we 
have never put any restrictions on, other than the embargo referred to ¢ 

Secretary Weexs. No, sir, but that was before 1953. I assume 
that might have been started during the Korean war. 

Mr. Wiu1aMs. It even went earlier than that. The scrap had been 
under export control quota for Mexico only and then, in June 195: 
it was opened up for offshore and later that year for continental 
ne and since that time there have been no quotas, as Secretary 
Weeks says, down to the present moment. 

Mr. Rreniman. And the reason for the discussions at the present 
time to restrict exports is due to the terrific demand from some of 
these countries who have been great importers? 

Secretary Weeks. It has gone up in the last 2 or 3 years tremen- 
dously and threatens to go still further, and that, coupled with the 
Battelle report, makes us sure that the time has come when we ought 
to do something about it, either by voluntary arrangements, which 
would be preferable, and if not, by some other recourse according to 
the statute. 

Mr. Rrenuman. And through these talks you hope that that might 
be brought about by voluntary agreement ? 

Secretary Werks. Yes, sir. 

Mr. Rreniman. Without putting definite restrictions or quotas on? 

Secretary Werks. Yes, sir. 

The Cuarrman. Thank you very much. 

The Chair would like to declare a 5-minute recess. We have other 
witnesses scheduled. We will stand in recess for 5 minutes. 

(A short recess was taken.) 

The Cuarrman. Let the committee come to order. 

The acoustics are terrible in this room. Let us try to raise our 
voices so we can be heard without the use of the public-address 
system. If the press so desires, you may move your tables up close. 

Mr. Williams, do you have a statement of your own? 

Mr. WitxraMs. I have no statement. 

The Cuarrman. You are here just to answer questions ? 

Mr. WituiaMs. That is right. 

The Cuamman. Mr. MacIntyre, you may proceed to question him. 

Mr. Hosmer. May I ask that the gentleman be identified ? 

The Crramman. Yes, sir, we will do that first. Will you identify 
yourself, Mr. Williams? 
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TESTIMONY OF WILBUR WILLIAMS, BUREAU OF FOREIGN 
COMMERCE, DEPARTMENT OF COMMERCE 


Mr. Witx1ams. My name is Wilbur Williams. I am Chief of the 
Metals Section, Materials Division, Office of Export Supply, Bureau 
of Foreign Commerce, Department of Commerce. 

The Cuatrman. All right, sir. 

You may proceed, Mr. MacIntyre. 

Mr. MacIntyre. How long have you held that position, Mr. 
Williams? 

Mr. Wuui1aMs. That specific position—for about 15 months. Prior 
to that time there was a separate Steel Section and I was Chief of that 
the preceding 9 or 10 years. In short, I have been in essentially the 
same position since January 1947. 

Mr. MacIntyre. So it was largely just a change in title for you 
15 months ago? 

Mr. WituiaMs. That is right. The Nonferrous and Steel Sections 
were combined into a Metal Section in March of last year. 

Mr. Macintyre. And in your capacity, you have had to do with 
the matter of the exports not only of iron and steel scrap, but also of 
iron ore, pig iron, and iron and steel products / 

Mr. Witu1aMs. That is correct. 

Mr. MacIntyre. In other words, covering the entire field of metal? 

Mr. Wiiu1aMs. Yes. 

Mr. MacIntyre. What are your responsibilities with reference to 
the export of iron and steel scrap and other steel products? 

Mr. Witurams. My responsibilities are supervisory in the Section 
which handles the actual license applications for those of these com- 
modities which require a license. I supervise to see that the licensing 
staff, which in the case of steel consists of one person, sees to it that 
applications are properly documented, that they have the documenta- 
tion required; that they are within the limit of a quota, if there are 
quota limitations. 

Mr. MacIntyre. It is also your responsibility to see to it that provi- 
sions of law and regulations which have been promulgated for export 
of iron and steel scrap are adhered to in issuing of licenses for export; 
is that correct ? 

Mr. Witu1aMs. That is, I think, what I just said; yes. 

Mr. MacIntyre. You have under your jurisdiction the records 
which show the tonnages of the various grades of steel scrap which 
have been licensed for export; do you not? 

Mr. WituraMs. That is right. 

Mr. MacIntyre. For what period of time? 

Mr. Witu1AMs. Well, those records go back, as it turns out, in the 
case of scrap through the fourth quarter of 1955. For the most part, 
however, they go back only through the second quarter of 1956. The 
record is a filing of the second copy of the application. There is no 
other record kept on these and we, by regulations within the Depart- 
ment, keep the records for the current licensing quarter and for four 
quarters preceding that. 

There is, of course, a premium on space and any records that are 
earlier than 5 quarters ago are first retired to a storage room and then 
pretty much on schedule, since that storage room has limited capacity, 
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they are cleared out, destroyed, and that is what ultimately happens 
to them, customarily, in the course of about 7 quarters, and it is 
because there are these records for the fourth quarter of 1955, and first 
quarter of 1956 still in the storage room that I found on checking, as I 
informed you by phone, that we have the records for, naturally, this 
year, all of last year, and the fourth quarter of 1955. 

Mr. MacInryre. So you, as of now, have records of these export 
licenses for iron and steel scrap for a period of only 18 months? 

Mr. Witt1ams. That is correct. 

Mr. MacIntyre. How many exporters in 1956 were involved in 
export of iron and steel scrap and to whom licenses were issued ¢ 

Mr. Witurams. Well, I can’t give you the exact figures on that be- 
cause we are in the process of tabulating it, but it is around 50 to 55. 

Mr. MacIntyre. About 50 to 55? 

Mr. WittiAms. Different exporters, that is. 

Mr. MacIntyre. Prior to 1956, it was a smaller number, wasn’t it? 

Mr. Wiu1aMs. I don’t think it was much smaller—probably 40, 35 
to 40 or 42—something of that sort. I would just have to go back 
on such records as we have. There has been some expansion in some 
areas and there has, on the contrary, been contraction in others. 

Mr. MacIntyre. The number was down to approximately 20 for 
1954; was it not? 

Mr. Witi1aMs. I just don’t know. I don’t think it would have been 
as low as that, keeping in mind that there are quite a number of ex- 
porters involved in the trade with Mexico, which is an old established 
trade. 

Mr. MacIntyre. Have you been making periodical reports to some- 
one in the Department of Commerce as to the tonnages which have 
been licensed ? 

Mr. Witu1ams. Yes, indeed; and then those are incorporated in the 
second quarterly report to the Congress. 

Mr. MacIntyre. How many years has it been true that you have 
been making these periodical reports on the licenses ? 

Mr. Wiu1aMs. It must be pretty close to 10. 

Mr. MacIntyre. To whom ? 

Mr. Wiiu1aMs. I have been making them through Mr. Kilby’s office. 
He is Director of Materials Division, and, in turn, Mr. Kilby reports 
through Mr. Borton’s office to the agency within the Department which 
Mr. Weeks mentioned, the Advisory Committee on Export Policy, 
which pulls together the information and submits it to the Congress 
in the quarterly reports. 

The current quarterly report is the 39th. So that. makes it quite 
clear that when 1 more has been submitted they will have covered 
a period to 10 years and in this I think you will find it summarizes 
the licensing quarter by quarter. 

Mr. Macinryre. Is that the only report that you make? 

Mr. Wirix14Ms. Unless some special report is called for. 

Mr. MacIntyre. To whom would the special report be made? 

Mr. Wuuiams. Well, the only special report that I think of at the 
moment is the special report you requested, which, however, had to 
do with exports. 

Mr. MacIntyre. Do you make any reports on actual shipments of 
scrap by licensees ¢ 
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Mr. Wuu1aMs. Yes. Those are embodied in the report to the Con- 
gress. The data for that are furnished, of course, by the Bureau of 
Census first in the Monthly Trade Report and later in an annual 
report. 

Mr. MacIntyre. Who determines the procedures for licensing of 
scrap exports ? 

Mr. Wu1aMs. Well, those are determined under the direction of 
Mr. McClellan, the Assistant Secretary for International Affairs. 

Mr. MacIntyre. He determines that ? 

Mr. Wiutu1ams. Yes. He is, as was mentioned, chairman of the 
Advisory Committee on Export Policy. 

Mr. MacIntyre. And he establishes the procedures ? 

Mr. Witu1aMs. In effect, yes. 

Mr. MacIntyre. Effective March 7, 1955, the Department changed 
its licensing regulations so as to issue licenses on a cargo-by-cargo 
basis. In your opinion, was the new procedure more liberal or less 
liberal from the point of view of the smaller exporters—say, those 
who had only asmall share of the business ¢ 

Mr. Witu1ams. Actually it was more liberal. 

Mr. MacIntyre. Why do you think so? 

Mr. WituiaMs. Because in requiring that a bill of lading evidencing 
a recent past shipment be attached to the application, account was 
taken of the fact that. if this was all the regulation amounted to anyone 
who had not been in the business would be unable to get into the 
business, so the regulation stipulated that an exporter, prospective 
exporter of scrap, who had not previously exported and therefore 
did not have a bill of lading, would be eligible to apply for a cargo of 
up to approximately 10,000 tons without having to meet the bill of 
lading requirement. 

He then, of course, thereafter would have to meet that requirement. 
But one of the results of this was that at least one of the consuming 
nations placed orders fairly quickly with several scrap people in this 
country who had not previously exported, so that this had the effect 
of bringing several new exporters on the scene. 

Mr. MacIntyre. Now, was there a further change in September 
of 1956? 

Mr. Wiuiams. Well, in September of 1956 we dropped that 
requirement. 

Mr. MacIntyre. In other words, the cargo-by-cargo basis was 
dropped ? 

Mr. WituiaMs. That is right. 

Mr. MacIntyre. On September 13, 1956 ? 

Mr. Wits. That is correct. 

Mr. MacInryre. Would you describe what procedure was adopted 
when the cargo-by-cargo procedure was dropped in September ? 

Mr. WituiiaMs. We simply reverted to the requirement, which is 
the present requirement, that an application be accompanied by an 
import certificate from the importing country, which is a security 
document, and that it be accompanied by or have written on the face 
of it a certification that the material for which application is being 
made either is in the possession of the applicant or will be in his 
possession for export within a specified period. That specified period 
is approximately 3 months, since the validity of a license for conti- 
nental scrap is of 3 months’ duration. 
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Mr. MacIntyre. That was the procedure you used prior to March 7? 

Mr. WiuuraMs. That is right. The bill of lading requirement was 
simply added to other requirements and then, when it was deleted, it 
was deleted and the other requirements, which were the security 
document and certification of availability, were all that remained. 

Mr. MacIntyre. So since the procedure before March 7, 1955, 
was less liberal than the one immediately preceding that date, then the 
present one is less liberal than the cargo-by-cargo ) requirement ? 

Mr. Wiriu1aMs. No, I think that is not a correct construction. I 
mentioned that the bill of lading requirement, incidentally, caused 
some foreign consumers to place scrap orders with people in the busi- 
ness who had not previously been in the scrap business. I would 
withdraw the statement that the one was less liberal or more liberal 
than the other, if that is necessary to clear up the apparent misunder- 
standing. 

Mr. MacIntyre. Do you consider it is necessary to withdraw it in 
order to make it consistent with your other statement that you have 
made? 

Mr. Wiiuiams. No, sir, not necessarily, but I think the word 
“liberal”—I was accepting that in a broad sense and not in a specific 
sense. 

The regulation was neither more nor less liberal in either event, but 
the bill of lading requirement, for the reasons I cited, did bring some 
additional scrap dealers into the export field. 

Mr. MacIntyre. Did you hear criticism that the procedure in effect. 
between February and September 1956 operated to the advantage of 
any particular exporters ? 

Mr. WriuutaMs. [ heard that criticism some time along in September ; 
yes, sir. 

Mr. MacIntyre. Just prior to your dropping it 

Mr. Wiu1aMs. That is right. 

Mr. MacIntyre. What, in general, was the nature of the criticism ? 

Mr. Wiiu1aMs. I would like to answer that by explaining what you 
have not asked, which was why we put the bill of lading requirement 
on in the first place. 

The bill of lading requirement was put on because in February of 
1955 we were flooded with applications. Now under the existing 
policy, these would be approved. However, it seemed fairly apparent 
that there was scare buying of scrap and we felt—or it was felt in 
the Department and the instructions were rel: iyed to me—that we 
should find some means of limiting licensing. This does not limit 
exports, but it limits the amount of authorization to export that can 
be granted in a given period. So we put on the bill of lading require- 
ment to slow down the lic ensing, to keep pace with the exports without, 
however, having any effect on the volume of exports. It accomplished 
that purpose, but it happened, as I mentioned, for one thing that one 
consuming country placed business with new exporters. It happened 
that exporters who had been in the business right along, for this reason 
accumulated bills of lading in excess of their requirements from month 
to month for filing for new applications. Therefore, in the course of 
the period of time some exporters had bills of lading in excess of the 
volume of their current business and they were therefore able to say, 
quite correctly, that they had in their possession the documents neces- 
sary to get licenses from the Department. 








IRON AND STEEL SCRAP 21 


Mr. MacIntyre. Just prior to the making of this change in 1956— 
in September 1956—you had heard that one of the exporters had an 
exclusive arrangement and was making almost all of the shipments 
to the European cartel ? 

Mr. WituraMs. Well, I heard that as a matter of rumor. I don’t 
know. It could be true, as a matter of fact. 

Mr. MacIntyre. You handled all of the export licenses for all 
exporters ; didn’t you ¢ 

Mr. WiiuiaMs. That is right. 

Mr. MacIntyre. And yet you do not know what the facts were as 
to whether any particular group of exporters had a concentration of 
exports to Europe? 

* Mr. WitutaMs. Well, I don’t think that that would be part of my 
responsibility. My responsibility is to see to it that applications are 
in proper order and meet the documentation requirements. 

Mr. MacInryre. But prior to making this change, you did hear 
the report or you knew of the report that one exporter had almost a 
monopoly on all of the shipments to OCCF countries? 

Mr. Wuu1aMs. I both heard and read those reports. They appeared 
in a number of publications, both here and in Japan. 

Mr. MacIntyre. You have no reason at this time to disagree with 
the accuracy of those reports; do you? 

Mr. Wiu1aMs. I have no reason to either agree or disagree. 

Mr. MacIntyre. Can you give us the tonnages licensed for Japanese 
trade on the basis of your appended bills of lading during the period, 
say, of the summer of 1956? 

Mr. Wiiu1aMs. I don’t believe I could, sir, since we merely re- 
quired the attachment of a bill of lading and simply checked to see 
that it was accurate. 

Mr. MacInryre. Can you estimate the amount of tonnage which 
certain of the large exporters licensed during this period | on your 
appended bills of lading for Japanese export trade? 

Mr. WiuttaMs. I don’t believe I could. 

Mr. Macinryre. You were asked to furnish the committee with 
certain statistics on export of scrap, I believe, the latter part of last 
week. 

Mr. WiiiraMs. Yes. 

Mr. MacInryre. And you supplied here, within the past hour, the 
tabulations which will show the total of the exports by grade and by 
month and by destination. 

Mr. Witu1aMs. For the principal consumers, yes. 

Mr. MacIntyre. From September of 1953 down through the first 
quarter of this year? 

Mr. WituraMs. I think it is from June of 1953 through March of 
this year. 

Mr. MacIntyre. Through March of this year. 

Mr. Chairman, I would like to ask the witness to identify the tabu- 
lation as one that he has just prepared along these lines and ask that 
it be incorporated in the record and accepted in the record. 

Mr. Hosmer. Mr. Chairman, I will object until such time as counsel 
identifies more thoroughly what information he is going to put in 
the record. The rest of this committee has had no information as to 
what counsel’s line of questioning is directed at. 
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I can’t, as a member of this committee, on my own responsibility, 
do anything but object until that information is supplied. 

The Cuarmman. All right. I think your objection is well taken 
and the witness will have to identify the information before it is 
inserted. 

Mr. MacIntyre. Mr. Chairman, before the witness proceeds, 
would like to say this for the benefit of each member of this com- 
mittee: Mr. Williams was requested last week to prepare a tabulation 
and prepare it in 15 copies so each member of this committee would 
have it, but there was so much work that Mr. Williams reported to me 
that he was able sometime Saturday to have but one copy ready. 
That is the copy he just handed me, and there are 15 other copies here, 
but they are unassembled. They are in three parts. I could not 
distribute them to the members of the committee because they are 
unassembled and they cannot be well understood until they are 
assembled. 

Mr. Hosmer. The point I am making is that as far as the rest of 
the membership of the committee is concerned, we had no knowledge 
that the question was even asked or the request made. I am trying to 
do the best I can to follow these hearings, but I can’t do so. 

The CuatrMan. I will state to you gentlemen that we — to 
have these tables here and to give them to each member, but the Secre- 
tary was not in a position to deliver them until this morning. 

Mr. Hosmer. My point is, Mr. Chairman, it is not the actual mate- 
rial itself, but what was asked and when it was asked, so that the com- 
mittee could properly evaluate it when it comes up. 

The Cuarrman. Would you mind looking at them now? 

Mr. Hosmer. I would like the witness to at least tell us what they 
are. 

The CHartrmMan. Go ahead, Mr. Williams, and identify the 
tabulation. 

Mr. Wittiams. Well, I identify this as a two-section report on 
United States exports of iron and steel scrap by country and grade, 
July 1953 through March 1957; the countries being Japan, the Euro- 
pean Coal and Steel Community, the United Kingdom, Mexico, and 
Canada, for which detail is given with a column for “Other,” which 
embodies a comparatively small tonnage which went to 6 or 8 other 
destinations such as Argentina, Spain, Austria, Formosa, and so on. 

The Cuamman. And is that tabulation correct, according to your 
records and books ? 

Mr. Wru1aMs. This is taken from the published records of the 
Bureau of the Census on foreign trade and simply pulled together 
under our direction. 

The second sheet, if I may, just includes 

The Cuarrman. One at a time, if you don’t mind. They are sepa- 
rate, aren’t they ? 

Mr. Wiriu1aMs. No, I believe not. This is a tabulation for the Coal 
and Steel Community, which appears as a single entry on the large 
sheet, by the five principal countries in the Coal and Steel Community. 
So it adds nothing; it simply details with reference to one column. 

Mr. Hosmer. Will you look at that table 1 on page 94 of the Bank- 
ing and Currency Committee Report? Is that the same information 
for 1 956, and for the prior years, that you are submitting the tabula- 
tion on? 
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Mr. WitttAms. Only in total. What I was requested to submit here 
was to break out these grades of total exports, to break out the 1956, 
6 million tons which this does, simply by country, and to give the 
breakdown of that in the heavy melting grades, bundles, cast iron and 
other grades for the 5 principal consuming countries, and then to use 
a column labeled “Other” to account for the few hundred thousand 
tons that are taken by countries other than the 5. 

Mr. Hosmer. Then the country-by-country breakdown of table 2 
on page 44——— 

Mr. Wiu1aMs. That is a table which combines what is in table 1 
and table 2 in a single table. 

Mr. Hosmer. Thank you, Mr. Chairman. 

The Cuarrman. Will that be sufficient ? 

Without objection, then, it will be submitted for the record. 

(The tables referred to follow :) 
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United States exports of iron and steel scrap’ by principal consuming 
countries, by grades, July 1953—March 1957 


ALL COUNTRIES 





[Net tons] 


73 — er ae ; 
Heavy ’ s ' 
melting Bundles All other Total 








re ee ne Nees i 7, 568 3, 042 4, 983 15, 593 
ee ee ks a haibsbatnietbinnd: 26, 752 3, 822 5, 350 35, 924 
a 14, 913 1, 993 7, 920 24, 826 
SPINE cbdta edn ckeitnslaiwa tuts Aidan tadicnn 16, 273 1, 833 10, 323 28, 429 
a 9, 529 4, 782 20, 209 34, 520 
ae ee pat wed 24, 738 11, 233 13, 184 49, 155 


NN a itor cn since Sinn sinceinie 99, 773 26, 705 61, 969 188, 447 
= —__ | =—— ———SS | oa—e—————— 








tr on et ate eeeeion 40, 083 10, 220 6, 722 57,025 
































cca bh niche 38, 684 17,117 6, 777 62, 578 
a te aes ; 71, 857 17, 231 12, 607 101, 695 
I Ne na 42, 986 6, 046 14, 048 63, 080 
Ng ewok 20, 974 | 5, 528 | 12, 697 39, 199 
a ee ee ee ee 56, 122 | 22, 599 | 22, 650 101, 371 
ge see ee 79, 123 10, 724 | 8, 462 98, 309 
ee ca Far 123, 208 11, 037 | 5, 872 140, 117 
Sepeember..............- Daitdacdtemsegesacs 120, 533 | 56, 707 11, 209 188, 449 
a ie atest 114, 877 | 49, 403 | 17, 750 182, 030 
i zee 156, 627 35,275 | 21; 020 212, 922 
ei 210, 291 118, 423 12, 630 341, 344 
ME ht site neisadesisecch Sapeees yee 1, 075, 365 360, 310 152, 444 1, 588, 119 
1956 | 
a a eg 226, 520 106, 839 | 24, 305 357, 664 
See rial amma i ee eae 219, 805 92: 268 | 30, 460 342, 533 
a a Set pg) eee 248, 094 | 138, 693 34, 867 421, 654 
ess BETES Pee 225, 274 116, 308 71, 206 412, 788 
eee ne tt} Bos ates Soa ten 281, 878 | 118, 597 | 47, 840 448, 315 
I ea ra hen Ne ac ek a aE Lad 324, 226 | 110, 527 | 75, 967 510, 720 
ti elaliie tetet hS tee d ed a 278, 786 113, 871 | 51, 285 443, 942 
(| ASS eee ee ee i 205, 690 | 85, 730 | : 321, 928 
September_............- a ae eae ea 260, 332 102, 148 | 411, 278 
October ETS ont | 276, 145 109, 524 | 438, 855 
November......._.-- ual 224, 956 | 111, 072 | 413, 442 
December_............. ta 267, 410 | 107, 961 | 56, 757 432, 128 
TE Ne as ee ae wer 3, 096, 664 | 1, 340, 222 | 605, 185 5, 042, 071 
1956 | 
i x re Ss | 236, 680 113, 175 55, 300 405, 155 
February... RSE Fe stiekea eee 3: 155, 048 | 38, 166 524, 742 
seat ; oa +4. 
Re Aaa SRR NS asa | || eaas ‘71 136 
sites ceccthnackee awed nlc cteoe chads 306, 032 151, 536 | 104, 220 | 561, 788 
Rid cnamncacea ciate and 291, 182 | 141,117 | 87,814 520, 113 
rs dk : ees 229, 290 | 90, 458 | 97, 693 417, 441 
CO eee dh Sai ated 231, 755 | 78, 529 | 66, 102 376, 386 
SEMIN cb iit datoncsan acces. i 306, 264 | 137, 939 90, 752 | 534, 955 
October sseplindeceae i * . beat <cbilisiesleamaits | 373, 208 185, 469 83, 146 | 641, 823 
I ncaa . 252, 704 | 97,815 108, 917 | 459, 436 
EI stl cakh concn | 346, 904 | 135, 975 | 129, 390 | 612, 269 
ae Dcaaibabaiaiaie eginiiaae Racine intaanaiiedehgeatbamianiaa : 
a eS --------| 3,599,239 | 1, 572, 115 | 983, 876 6, 169, 060 
1957 
IG fos oe eee a 337, 462 | 124, 975 35, 143 | 497, 580 
PORraery....-<---+<- BN a I A 402, 348 153, 140 47,728 603, 216 
PENS eecnen—sce~s ahha sainejea piss aniias ke 466, 147 | 204, 941 86, 516 | 757, 604 
NI To acoso ances dsl aenbmnoe | 1, 205, 957 483, 056 169, 387 | 1, 858, 400 
Oe em Ea te | 9,076,998 | 3,782,408 | 1, 986, 491 14, 846, 097 
i ! | 


1 Does not include tinplated or terneplated scrap or rerolling material. Annual totals 
of exports of scrap for 1955 and 1956 have been revised upward; however, the monthly 
data have not been revised. Accordingly, the total reported for these years does not agree 
with the sum of the monthly figures. 
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United States exports of iron and steel scrap* by principal consuming 
countries, by grades, July 1953-March 1957—Continued 


JAPAN 


See footnote on p. 


24. 


{Net tons] 









































Heavy Bundles Cast iron Other Total 
melting | 
1953 | | a 
July | ae wide 
August | 2, 341 | 50 19, 884 
September | ‘ 3, 915 8, 697 
October | 837 
November | 3, 558 <i 4, 126 
December. 13, 943 7, 595 | fe | al 21, 589 
6 months’ total 37, 623 9, 936 | 3, € 
1954 | | 
anuary 30,915 | 6, 803 | 9, 40! 
February 29, 697 | 13, 043 | 3, 292 
Maret 50, 978 12, 891 | , O78 
A pril 29, 822 3, 045 , 605 
May 9, 883 | 2, 576 | 12, 459 
Tune 33, 671 | 10, 101 | 1, 786 | t5, 558 
July 17, 929 | | 336 | 3, 357 21, 622 
August 6, 001 | | 6, 001 
September 20, 110 370 | 20, 480 
October is 
November 4, 675 = stdin wala 4, 675 
December 6, 298 2, 907 9, 205 
Total | 239, 979 51, 736 2, 122 | 14, 441 308, 278 
| = = ee ——————————— SSS 
1956 | 
January | 27, 796 | CP tansanscteucawadaowes . 34, 604 
February 6, 826 TBA ao ccdackh: 964 11, 486 
March 21, 442 11, 208 sss 32, 650 
April 6, 519 10, 282 710 ss 17, 511 
May | 40, 610 12, 836 1,116 1, 232 55, 794 
June | 54, 457 23, 493 100 78, 050 
fuly 82, 378 Se icacccttacen 3, 439 125, 413 
August 45, 569 | 14, 859 6 60, 484 
September | 56, 329 | 21, 656 1,749 3, 062 82, 796 
October | 46, 161 25, 351 3, 068 74, 580 
November 35, 612 22, 170 4, 9, 484 71, 522 
December 36, 009 15, 376 _45, 769 57, 399 
Total 484, 25 224, 052 19, 3 6 2, 210 749, 822 
F z = = = 
1956 
January 64, 312 23, 92! | 11, 437 8, 437 108, 115 
February 73, 953 32, 81S 5, 578 157 112, 507 
March 94, 744 | 33, 765 | 3, 415 11, 746 143, 670 
April 120, 401 59, : | 2, 418 182, 019 
May 120, 524 96 3, 407 175, 127 
June 99, 635 44, 868 pe 9, 624 159, 854 
July 95, 476 38, 957 7,476 : 161, 909 
August 78, 304 29, 997 4, 290 2, 174 124, 765 
Septem ber n 108, 971 32, 700 L, 722 4, 454 187, 847 
October 199, 520 100, 487 , 593 9, 319 331, 919 
November 134, 721 48, 802 , 393 338 202, 254 
December li 30, 708 43, 161 PA 344 13, 825 238, 038 
Total 1, 387, 621 565, 991 F ~ 213, 446 
1957 | 
January ie 132, 641 55, 217 5, 490 365 213, 713 
February ees 68, 998 eee 301, 767 
March ee 20 6, 874 58, 375 5, 239 7, 323 317, 811 
3 months’ total__ eae 552, 835 182, 590 | 90, VW 8 7, 688 833, 291 
—= _———— > ——} >—__—___ — — ————————————————} __—_______ 
45 months’ total. - 2, 702, 312 | 1, , 034, 305 328, ( 610 “110, 019 4, 175, 246 
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United States exports of iron and steel scrap’ by principal consuming 
countries, by grades, July 1958—March 1957—Continued 
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See footnote on p. 24. 
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United States exports of iron and steel scrap* by principal consuming 
countries, by grades, July 1953—March 1957—Continued 
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CANADA 


[Net tons] 






! 
Heavy | Bundles Cast iron 
melting | 
| | 
383 | 99 259 
60 164 | 285 | 
810 | 101 | 403 | 
2, 007 | 487 | 4, 559 
445 | 2,717 | 11, 767 | 
732 | 47 9, 560 | 
4, 437 3,615 | 26, 833 
= Sain - 
498 172 | 252 
150 | 397 1, 808 
168 183 | 2, 900 
344 | 131 | 6, 237 
290 | 8, 227 
4 | 2, 377 
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56 105 } 418 
73 | 492 1, 003 
| 303 | 1, 701 
478 835 5, 596 
149 | 608 2, 062 
2, 634 3, 433 | 33, 493 
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2, 362 | 665 1, 330 
898 | 246 | 1, 859 
6, 307 | 156 | 31, 896 
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9, 105 | 15, 698 | 64, 960 
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9, 641 196 33, 935 
3, 321 | 1, 815 39, 632 | 
3, 220 4, 400 | 38, 397 
4, 228 9, 585 | 71, 101 | 
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United States exports of iron and steel scrap* by principal consuming 
countries, by grades, July 1953—March 1957—Continuned 


MEXICO 


[Net tons] 




















Heavy Bundles Cast 
melting 
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Febrt | 13, 201 | 1, 002 
March 10, 465 | 219 
April 12 Dt 601 
May 15, 7 R48 
June. | 18, 623 | 1, 451 
July 15, 890 | H2¢ 
. t 
August | 13, 844 | 423 
September-- -- : 13, 358 | 1, 288 
October _. 21, 8&7 1) 
Novemt 18, 432 9 O17 
December. 17, 217 2, 827 
Total 181, 434 12, 163 1 
QAé 
January | 24, 470 | 
February 20, 493 
March. 17, 030 
April 13, 242 
May 17, 095 
Tune 17, 829 | 
July __- 13, 959 
August 15, 957 
September. 14, 826 | 
October 17, 057 | 
November 18, 534 | 
December 17, 947 | 3, 635 
Total 213, 704 43, 910 
957 | 
January 23, ARR 3, 395 
February 24, 026 2,73 
March. -_. 24, 248 5, 485 
3 months’ total - 72, 262 11, 617 
45 months’ total. 654, 286 114, 012 11 


See footnote on p. 24. 





iron 


tems oe 


Other 

1, 026 
SSU 
1, 551 
S87 
S81 
5, 234 
1, 037 
84 
7s 
S74 
1. 320 
1, 307 
OS 

> 
178 
1,477 
is 
+, 539 
1, 720 
1,771 
1,725 
2, 022 
1,175 
| 1, 246 
1, 786 


468 
1, 901 
2, 247 

626 

tSS 
2, 124 
1. 607 
1,810 
2, 443 
1, 455 
1, 574 
1, 976 
, O04 , 
1, 802 
1, 900 
5 745 
69, 539 


Total 


13, 340 


14, 506 
13, 046 
11, 971 
10, 475 
16, 930 
80, 268 
16, 006 
16, O39 
18, 114 
iA > 
;, 140 
16, 568 
0, R56 
24, 600 
16, 840 
15, 798 
17, 661 
14, 349 
>] "| 


15, 404 


20. 538 
16, 643 
17, 600 
20, 305 


24, 383 
22 409 


19, 585 
20, 665 
29, 717 


24, 204 


25, 999 


, 492 





{04, 160 
30, 350 
29, 392 
32 929 
92, 031 
956, 677 


IRON AND STEEL SCRAP 29 


United States exports of iron and steel scrap’ by principal consuming 
countries, by grades, July 1953—March 1957—Continued 


EUROPEAN COAL AND STEEL COMMUNITY—TOTAL 2 
[Net tons] 


Heavy 
melting 


| Bundles Other Total 
1953 | 
July eee i ; ‘ciawrencenidiamaadeeslell 
August - . | : ‘ ‘ anne . 
September. .- . ‘ , te 
October = ‘ - | 
November... 
December-. 


6 months’ total_-- 





1954 

January -. | oi inbhiosl 
February - --- : | | ee oun 
March... | —a ray 
April... | , a ioe 
May. | “ 
June... | | 9, 938 | 9, 938 
July | ‘ Sei ccctamens . 
August... 33, 803 ees . 33, 803 
September. -- 70, 427 | 44, 700 | 1, 553 116, 680 
October 49, 585 36, 038 10, 856 96, 479 
November... | 77, 703 | 23, 498 8, 512 109, 713 
December | 124, 471 91, 922 2, 800 219, 193 

Total...- ne 355, 989 | 196, 158 33, 659 | 585, 806 


19565 | | | 














January 112, 489 56, 014 | 16, 807 | 185, 310 
February ; 129, 430 49, 293 20, 270 198, 993 
March... 137, 162 | 82, 709 24, 862 244, 733 
April_. 127, 695 62, 169 26, 117 215, 981 
May. 153, 248 | 51, 696 3, 874 208, 818 
June. 201, 385 34, 089 22, 442 257, 916 
July | 111, 036 | 27, 010 | 14, 766 152, 812 
August | 74, 549 | 25, 123 826 100, 498 
September. -- | 98, 701 31, 925 261 130, 887 
October 131, 003 | 44, 250 50 | 175, 303 
November-.. 121, 005 64, 085 5, 197 190, 287 
December... 140, 051 62, 731 15, 253 218, 035 
_ Ene —_ }—------ - | —_——____—_—_ 
Total...- 1, 552, 845 | 598, 052 150, 725 2, 301, 622 
1956 
January | 98, 641 | 60, 029 8, 007 | 166, 677 
February 195, 325 102, 447 4, 651 302, 423 
March 139, 966 | 57, 393 19, 229 216, 588 
April. | 128, 747 | 45, 159 10, 185 184, 091 
May 102, 730 | 50, 921 26, 038 179, 689 
June... | 91, 088 | 49, 929 9, 032 150, 049 
July | 66, 261 30, 182 21, 835 118, 278 
August | 98, 440 30, 917 1, 376 130, 733 
September. -- 138, 252 73, 322 223 211, 797 
October * 115, 702 61 8 78 177, 498 
November | 61, 659 25, 521 10, 368 97, 548 
December | 152, 185 70, 906 1, 406 224, 497 
Total | 1, 410, 872 | 667, 695 112, 498 2, 191, 065 
= = =} —————SS —— == = 
1957 

January... a“ | 171, 676 60, 061 37 231, 774 
February....-. — | 127, 510 66, 296 15, 553 209, 359 

March. 7 — 194, 902 115, 650 20, 601 

3 months’ total... ani 494, 088 | 242, 007 | 36, 191 

45 months’ total__-- vee nestoonenal 3, 813, 794 | 1, 703, 912 333, 073 





1 Does not include tinplated or terneplated scrap or rerolling material. Annual totals 
of exports of scrap for 1955 and 1956 have been revised upward; however, the monthly 
data have not been revised. Accordingly, the total reported for these years does not agree 
with the sum of the monthly figures. 

2Comprising the following countries: France, West Germany, Italy, Belgium-Luxem- 
bourg, and the Netherlands. For shipments to each, see pp. 30—34 to follow. 
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United States exports of iron and steel scrap* by principal consuming 
countries, by grades, July 1953—March 1957—Continued 


FRANCE 
[Net tons] 























| eeune Bundles All other Total 
1953 
EE istriteianscimeppenses¢nwccnenocs hb b ea Obl eéaipeiekes 
Rriwathiceatessthnssasbe6escocssus bibl clin abate | dad ag ee 
September-.--.-..-..-- pabmnii ienbetmn ‘ ks oe 
ich netiinentdmasicegntont bd siripeteckes babe oes - aécsacee Pslstocneeeeenas 
November. .......-.. sud ae | = 
ttiid ce nenasbi dette cosictcnawanncl eanimmnes leita ks Jannnnn anne nnnn [on seennnnncene 
DN BONN iss coteidanceccccce eee isbesan me ee sia | 
1954 
January Labectdmeeeedondinnmene ‘i 
ND va cintenxcanewdasseverebenshieniicednen | a ‘ ~ neice : 
March.-__ bseeeddccadeunt - | 
parte cic ewsaenstl Mididchebsihbhanhsamiimios hibSamecasencs se pthirne eee ck édeneee Seswussbapeey 
May 4 rs a - 7 . 
elec ne eke ch ckkagebeesiedanats bo CGbhiiawbncweneeeen é : 
July ‘ ‘ Ris 
August BOS PSP PRETe Setee "| o ee e aN ae, is eg ee 
oe a ae Aeon evans aes : ‘ 
ts bate i ai 
November. ---- iiinad aac babien een gi nae Sissi jie Seni me ae eaeans cea 
er Mae dnieh CB baeebaw cn meutes 16, 932 | WOOP T:.-<<--- ‘ 20, 951 
oe ee EE fs ee a 16, 932 | 4,019 | aa 20, 951 
1955 
is hea babepey ee a ; | 19, 789 | 11, 855 | 31, 644 
February... .---- Seninbinmnk es: 14, 180 | 7, 006 | re 21, 186 
I, «Suan deans 7 26, 808 24, 794 | 10, 519 62, 121 
April. - Late ES, | 14, 271 6, 244 ; 20, 515 
May.-__-- Tees okt Sk omen 23, 881 6, 172 | =e 30, 053 
June-_.- Tt scab anee ee ie a elehea | onda 
ee... VO) EE St Ro Se | 34, 802 | 4, 648 | seeee 39, 450 
ee ee wade oran 7, 602 | 2, 174 | ened 9, 776 
LL ae ae wee | 15, 220 | RIO Cackasonnubeen 20, 827 
ao wed ‘ | | nee pth deabe pace 
November... 4 ake : . : Reso 
SS a a Se oe 2, 850 | 2, 850 | 5, 100 10, 800 
RS eee eae Pee eciebes 164, 210 76, 802 15, 619 | 256, 631 
1956 
January.........-.--- ; pee 21, 355 | 9, 589 |___- ey 30, 944 
ET cs cwauecae i ; ; ae 25, 791 14, 642 |_-- | 40, 433 
March_._-_ sane sie ; bite 11, 402 | 7, 579 eg: Seeee 18, 981 
April__- he SEI ess : aa 9, 477 | Go 1..3.- 14, 958 
May..____- We ts ; 8, 808 | 15, 619 |_____- 24, 427 
June_.- ; a sel ; SS ps. 31, 576 | to fe ‘ a 51, 252 
July toons ae RE eee bs 26, 271 | 14, 534 | 11 | 40, 816 
PD cccccodngeewew ones Sah : ‘i 31, 492 eee | 44, 863 
September - -- is : om 35, 311 |e ee 50, 279 
October ; ee se 7, 002 2,958 |..--- ae 9, 960 
November. _---- : 4, 245 a Oe hens | 5, 970 
December... Foodies booeee ‘ 14, 657 5, 072 |-- : a 19, 729 
a ee ieee tains 227, 387 125, 214 11 | 352, 612 
1957 
I icin hcl ta eeleabameue eee : 4, 754 7,090 |...._- , | 11, 844 
SEY. ccwanenh ee sales 13, 627 9, 281 |.. 22, 908 
RE hoes ional 12, 484 13, 312 |.-- 25, 796 
wm Gael... s< <5. o eee ‘ 30, 865 29, 683 60, 548 
45 months’ total__...____- Se eid 439, 394 235, 718 15, 630 | 690, 742 





See footnote. 
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United States exports of iron and steel scrap’ by principal consuming 
countries, by grades, July 1953—March 1957—Continued 


WEST GERMANY 


July -- 
Nirsinandédindé bécchtbinnbaintieanarldk 
September - 
NENG nniiacccdddsstndccbancoennausbaaies 
November 
December 


6 months’ total 


January 
February 
March 


July 
Dl: . jccteketcopeuuddihenee’ 
a a ic a 
NN late sidies inated dc 

November. - 
December 


Total 


January 
February 
March 
‘Aiea 


i Adiccncdumpipandenmiuenk eek sanekankalt 
September. - 
PG 3A. cccheduenepatebwaeameadawenaken ents 
November 
December 


Total 


anuary 
lebruary 


June 
July ate mntbe 
ER aiiiinin hes tiki aie 

Re Se A Sf 
SE thin chutpacinmntadaldis sites 
PN adic bev cawueneadonetaddttamaniwagcce 
December Rainn 


January 
February 
March. 


45 months’ total 


[Net tons] 










































































Heavy 
melting Bundles All other Total 
dS sake Ree eed acca abe eee nr 9, 938 
De I nan sn ee 10, 055 
31, 599 29, 581 892 62, 072 
38, 016 32, 996 10, 856 81, 868 
31, 693 12, 917 8, 512 53, 122 
42, 809 36, 603 2, 800 82, 212 
154, 172 112, 097 32, 998 299, 267 
28, 973 19, 706 16, 807 65, 486 
33, 135 15, 582 20, 270 68, 987 
48, 110 26, 042 14, 343 88, 495 
42, 747 29, 957 26, 117 98, 821 
56, 798 22, 934 157 79, 889 
98, 798 21, 333 22, 442 142, 573 
11, 342 1, 251 7, 159 19, 752 
10, 522 2, 352 826 13, 700 
13, 738 6, 326 261 20, 325 
18, 566 12, 884 50 31, 500 
10, 691 5, 369 5, 197 21, 257 
2, 459 11, 856 153 14, 468 
374, 530 177, 522 113, 782 665, 834 
11, 971 O0R ES ccc ccccss ce: 16, 803 
A en ecen ceed 75 3, 192 
33, 477 18, 211 81 51, 769 
22) 979 12, 705 63 35, 747 
31, 060 13, 763 15, 75 60, ! 
12, 900 7, 220 9, 032 29, 152 
Face ras oon eee 211 211 
1, 901 1, 986 270 4, 157 
COO Tis ccicecctesce 191 6, 247 
5 eee cider ae 78 78 
nae AAAs Sees 65 65 
21, 268 9, 281 226 30, 775 
144, 729 | 67, 998 26, 119 | 238, 846 
23, 378 4, 657 37 28, 072 
34, 251 | 20, 581 92 54, 924 
61, 297 46, 638 | 504 108, 529 
118, 926 | 71, 876 | 723 191, 525 
9792, 357 429, 493 | 173, 622 1, 395, 472 


—_————e————— SS 


See footnote. 
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United States exports of iron and steel scrap’ by principal consuming 


countries, by grades, July 1953—Mareh 1957—Continued 


I alana sities asa ts oo descend sta sin 
a eies cean/id aia ei eeretinns uate istadaat tee arenes tite 
Sd. «osc inuckbhpatbobonbaaws 
ee tie nsaunes 


November. .-.---- 


ae co 


8 a ee 


January..-- tas Eabeeae 
ice Rina ninsereimcmmrinee avid nace 
March 
DN sie 
May... 
June 
os ancnocwe 
 cencdandceos 
September. -_-_------- 
I sa ccaiehenlinih dill sciatic wncendaiiniae 
November...-....-- 
December... ------- 


Bs dwitititiGitndcceceeas 


CREE... ccnn tb taanceseng-aaents 


POMOOEY «0 nd<tssectes- 
March. -- 
RR sien wisienapl 


NS as nice Re bevin a nassiewd bail = 


September--._----- ‘ 
Se ee 
November. --.--.-.---- 
December..------- 


RUOR..on ese 


January-.--.-- 

February ------- 
March. --- 
cng dteiiase 
CE ccm tnnstestcel 
June. ..-- 


a Be tnt 


August__- 


I dBi vcs cecarerhcsenes 


October.-.--.----- 
November. .---- 
December. 


January.. 


February ----.- Bink 5a ook ease 


March. _. 


SB monte total... ...s.s<.-~<;- 


45 months’ total]_._.....-..------ 


— 


See footnote. 





ntomarle 1, 991, 491 | 


ITALY 
[Net tons] 


Heavy 


All other 


Total 




















melting Bundles 
| } 
es 
| | 
15, 119 
3, 042 
sel 10, 581 
- 64, 730 51, 300 
141, 435 80, 042 

.| 7, 719 | 22, 939 
| 37, 622 | 26, 705 
el 963 | 31, 873 
al | 25, 968 
| 22, 590 

ac 12, 756 

| 21,111 

20, 597 

19, 992 

31, 366 

53, 416 

| 48, 025 

es See 

336, 914 

| | , 

56, 498 | 45, 608 

137, 865 87, 805 

| 66, 830 | 31, 603 

49, 791 | 26, 973 

eae 34, 396 | 21, 539 

26, 576 23, 033 

31, 412 15, 648 

30, 333 15, 560 

-— 87, 869 58, 354 

| 81, 723 58, 760 

| 42, 823 20, 774 

103, 903 | 46, 460 

771, 895 461, 368 
—| : 

117, 334 48, 314 
5) 72, 331 | 36, 434 
9 91, 289 55, 672 

280, 954 140, 420 | 


1, 018, 744 





116, 733 








10, 516 
34, 138 
14, 611 
46, 843 
116, 030 


222, 138 


60, 658 
64, 327 
84, 836 
77, 331 
86, 248 
106, 239 
93, 610 
77, 022 
80, 261 
115, 891 
138, 427 
155, 669 


1, 151, 728 


110, 113 
230, 246 
117, 581 
86, 886 
66, 216 
49, 609 
58, 195 
45, 893 
146, 223 
140, 483 
73, 900 
151, 543 


308, 015 


165, 648 
124, 226 


155, 213 
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United States exports of iron and steel scrap* by principal consuming 
countries, by grades, July 1953—March 1957—Continued 


BELGIUM-LUXEMBOURG 


ii teancitinecien 
August... 
September... 


October oie 


November-_-_-- 
December..-.--- 


6 months’ 


January.....-.. 


February -~---- beeeeki 
March... stteiblerthdptialiaiianiaasieatans 


April... 
May. 


IID nccndadineeweeh te adaiehite 


Pe ein cern 
August... 


September. ---- ; 
October psiiedbti 
November. .......- 
December-.------- 


Ua idusekies 


January....---.- . 
February...-...- 


March... 
April... 
May. 








TN ne cee ete ea cee ma 


cies éutwtte 


ites 
August... 


RR dice ennanome 


October_. 
November 


eee 


Total... 


SN ccccdintbeautda 


February - ----- 
March... 
April_.. 

May. 

June... 
July...... 


i ekdacues 
September... 


October_- 
November...--- 


January..-.-.-- 
February-.--. 
March 


[Net tons] 











Heavy 
melting 





Bundles 


All other 


Total 















































RMIT ig acide adlliecceatominateces 72 T 13, 232 
DE Rittinainnedwackeenpeiindiidens 10, 036 
ee ee. 23, 268 
ONE be oid dccatededlbeccecastuabh 9, 907 
WRN ass cd ae ccithceasy ee 29, 187 

“49,314 iit HAGUE care ad 19, 314 
Sec. cco. 3, 686 12, 597 
WMH os rccccenuas iat 9, 104 
UG irises ccccbansaa Roaedeceunein wishes whe 9, 474 
908 |... : 2 oe 27, 912 
25, 303 Nile ocak incats 30, 603 
37, 098 os ; 37, 098 
176, 210 5, 300 3, 686 185, 196 

are a ee ee 28, 552 
TO DG fon anadncctcbiccosidas ee 19, 197 
Ot... 3.5. eta ae 46, 500 
1S. eee ee 19, 435 
SE ue a ok 20, 036 

RMR cic eo ccdk 10, 478 19, 056 
SE MRE oec05 0d 1, 106 35, 820 
ANE cs hericans cael eter 9, 016 
26,977 |_- a 26, 977 
CMON Es ices uaceubscmcansuesl 9, 496 
12, 357 WO ONBE = aos 22, 450 

234, 858 10, 093 11, 584 256, 535 

ND io eS eo a 17, 609 
DONE sca ace Cecccaie ; 7,301 
23, 148 28 11, 755 34, 931 
48, 058 28 11, 755 59, 841 
482,304} 15, 421 27,025. 524, 840 








See footnote. 
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United States exports of iron and steel scrap’ by principal consuming 


countries, by grades, July 1953—March 1957—Continued 
THE NETHERLANDS 


[Net tons] 


Heavy 
melting 


Bundles All other 


July Debeicusd 
August onice ‘ 
September-- : : 
October........- 

November. -. 

December 


6 months’ total 


1954 

January ; 
February _.-. 
March_. 
April 
May. 
June_. 
July 
August 
September 10. 434 
October : 
November _-- 9, 748 
December 

Total. ... ‘ 20, 182 

1955 

January A 16, 101 1, 514 
February ---- 15, 306 
March - 9, 281 
April . 
May. : | 31 
June... 
July 
August 
September 
October 
November.- - - 
December 


Total___- a 10, 688 1,514 31 | 


1956 
January 8, 817 | 
February - - - | 
March ; : 9, O60 | 
April 
May. 9, 031 
June. 
July 
August 
September - - pad 32 | 
October 
November. -_- ‘ 5, 095 3, 022 
December 


Mabe. 23.2 coe a4 32, 003 3, 022 32 | 


a ah ce se 8, 601 
February patddecamiei en cee Ss pen ir 
March -. sb Az. : 6, 684 


S month? tetel:.........i.. : bits , 15, 285 | 


i I ON on ced cst i. = 108, 158 536 63 | 


See footnote. 





10, 434 


9, 


112 


748 


182 


, 615 
306 
281 


31 


32 
, 117 


5, 057 


. 601 


, 285 


757 
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ALL OTHER COUNTRIES 
[Net tons] 









































eatiaie Bundles Other Total 
1953 
PIS Hidinieeckeae . side abelian cil Diitwknscbicdslebadtivduductan 4 
August si ixibieiies sasieipinsy eg alicia Spline tineliatilaesa citi . Lenders én dlncntiiningetcndbden tt idbcwcn 
September. ._..._.- bacia Schde whe hedeenl ohshphakbpupinnl peacag piel guaelaneenas wocantcas ommend = 
NE co hie eeceseadusb cacdeeedieseus Be nkahsihedtdl « dhiekesh adobe 47 47 
November. ......-- itp atta Aatagsiaeeetepingn sk iain sea diinaata ch Aetna nana el aiid peotiewnl 9 9 
SOOT. Sosaddedvnscud Didgcle Sta dlan bh ledbeatiks $6] «scwubodheuvadfoalisenesre weunte ait 
6 months’ total__.___- saaee eae 4 7 56 60 
eatidtsiemeiegh iemmmanes _ secede sie 
1954 
January osgtbs commelaleile oud eceea bade ddaal eet vial 90 90 
ON oe on nccihin ds ne spilieice taka vuchhaelians er Sine adeeeiel 150 150 
March. .-__- aaa Siow tinted ‘ 9, 893 |... 778 10, 671 
April iiss cagide alse ticsecdo bas 380 380 
May. ‘ Sbesaeeeol . Scandi 869 869 
June... dai 11, 865 | 10, 266 4, 296 26, 427 
July- hiechen : ‘ ; seactadichialie teal Si FE Nivdaskos 6 28, 786 
August ‘ uae | 53, 917 2, 070 273 56, 260 
September. ...- Sl atl akin P . ; 13, 115 6, 696 2, 314 22, 125 
October ; Sad Ee laswoss 342 20, 581 
November. .....- “se Sb percdhgs » apabadadesel 59, 079 4, 212 51 63, 342 
December_ a ee ee - 9, 610 3, 452 3, 120 16, 182 
Reteh wssne at , ‘actemicdl 206, 498 | 26, 696 12, 669 | 245, 863 
1955 | 
January __.. a Seen aaa eae ee cao 20, 798 | 6, 812 | 410 28, 020 
February ba bh ccaensee 27, 810 | 7, 535 411 35, 756 
March. ....-- sen real ha aa eka acai a 18, 688 12, 370 284 31, 342 
April Sei aR essa mae 24, 489 ol... ; 38, 926 
May. | acai Secale imeitih eit ee | 11, 987 7, 583 2, 958 22, 528 
SURG. «coe : Sie dena hase GUT Eeossns 178 4, 795 
July. ae inne é padea | 18, 159 10, 304 150 28, 613 
August i ee ‘ alate 12, 560 5, 986 50 18, 596 
September. __ 7 19, 282 1, 707 214 21, 203 
October b india P ses ickxoadl ks eee 175 16, 994 
November. .._.-- ‘ . . ‘ oa 10, 323 3, 376 1, 840 15, 539 
December........<.... cahepe hen ---------------| 16, 792 | 808 246 | 17, 846 
Otc decssswnake i Ste th ewan 198, 819 70, 058 3, 807 272, 684 
mieinteinteieaiiiae nial iaaiiieten Raat aetna aie 
1956 
DORI heidi nici etait j pddvets 20, 880 570 1, 735 23, 185 
February - -_- ; seal yy ESeREAAR 2, 462 3, 842 
March....... sh ee eas ‘ aaa BU Beitimccabaes 1, 464 11, 686 
ae see 4 ean ee 6, 166 | 390 288 6, 844 
TE CR a ciineeadomaue ? ; Sanden | 890 220 3, 131 4, 241 
June... bdeaanccnngeaie éceeedsbasdeddsoual 25, 235 5, 781 2, 513 33, 529 
July rAO a att ‘ le oi OEE Shean nuien 5, 826 8, 426 
August eka Scant ada ba ntrwre 560 40 3, 588 4, 188 
chendch-ccansdeusisghwamentelaakummuded 4, 193 2, 865 50 7, 108 
October Dhuvabubbidathnanwedmugekecmnekt aye} 7, 732 394 170 8, 296 
DOD Se. cles Site ek DE pee <i be 16, 941 23 90 17, 054 
I odie catia eet eet eee ; 22, 412 3, 642 156 26, 210 
I tec I cha iD tala ea aats 120, 265 15, 286 11, 656 147, 207 
1957 
SO os nat detiedntkbeade pinkcacneiesee | 850 332 73 1, 255 
WOU oo os vein secdine ps Seu bbnaseod shaded 18, 550 2, 559 1, 124 22, 233 
March. ....-- boilaied ; - seit 9, 239 3, 087 90 12, 416 
Pe a kee e ee es | 28, 639 5, 978 | 1, 287 35, 904 
—<—<—<—<—<—<—<—<———$—$—————————_—_—_—_—_—_—_—_—_————_JJ_S5S5SSC_Q5Q\ckk 
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Mr. MacIntyre. Mr. Williams, when you take the 2 tables from 
page 94 of the Battelle report, you cannot tell to what country a par- 
ticular amount of a particular grade went, can you? 

Mr. Witu1ams. No. That is correct. 

Mr. MacIntyre. But the table that we have just received into the 
record here and which you made up last week will show that data? 

Mr. WituiaMs. Yes. 

Mr. MacInryre. So this table that we have just now put into the 
record will contain for the first time information as to distribution 
by grades to different destinations? 

Mr. Wiuu1ams. That information has been available in both the 
monthly and annual reports of the Bureau of Census all the time. 

Mr. MacInryre. But in tabular form, by periods of time, as this 
table shows, it has not been available ? 

Mr. WituuamMs. No. That is right. This particular tabulation, the 
information in it, is available elsewhere. 

Mr. MacIwrvre. Now, this information that is in this table was 
taken from the records of the Department of Commerce in your 
office ? 

Mr. WitxraMs. Yes, they were taken from my copies of the foreign 
trade reports of the Bureau of the Census, which also is in the De- 
partment of Commerce. 

Mr. MacIntyre. And it was made under your supervision and you 
accept it as correct ? 

Mr. Wiu1ams. Yes. I would, however, like to call attention to 
one small fact, and that is that there is a small difference between 
the one table that was sent you Saturday morning and the 15 de- 
livered this morning, in the large table dealing with other countries, 
some mathematical errors were found which are quite insignificant, 
but they were corrected over the weekend, so that these 15 in the 
“other” column have slightly different figures than the copy that you 
were given on Saturday. 

Mr. MacIntyre. In the 15, and there were no errors found in the 
main body dealing with the 5 principal consuming areas. 

Now, in the table that has just been received into evidence there 
were revisions upward in the figures which have been published here- 
tofore showing exports for 1956. Hasn’t that been the case, Mr. 
Williams? In other words, the total that you show now has been 
made subject to revision to make it more correct on 1956 shipments? 

Mr. Witu1aMs. That is right. The foreign trade 410 reports which 
came out in early May raised the total of exports from 6,006,000 to, 
I believe, 6,169,000. 

Mr. MacIntyre. That was for the year 1956? 

Mr. Wiiu1aMs. For 1956. 

Mr. MacIntyre. And the total scrap exported since the export con- 
trols were lifted, as shown by your table were 14 million and some 
tons ? 

Mr. WitutaMs. Yes, sir. 

Mr. MacIntyre. And Japan took how many out of the 14? 

Mr. Hosmer. Counsel, for what period ? 

Mr. MacIntyre. Since the controls were lifted in 1953 through the 
first quarter of 1957. 

Mr. Wiiir1aMs. Yes, the total export for the whole period was 14,- 
846,097 short tons. 
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Mr. MacInryre. And Japan took ? 

Mr. Witurams. Of which Japan took 4,175,246. 

Mr. MacIntyre. And the European cartel ? 

Mr. Witu1ams. The European Coal and Steel Community, 
5,850,779. 

Mr. MacInryre. And the United Kingdom ? 

Mr. WiiuraMs. 1,915,599. 

Mr. MacIntyre. And Mexico? 

Mr. Witu1aMs. Mexico, 2,702,312. 

Mr. MacIntyre. And Canada ? 

Mr. Witu1ams. Now, I believe I gave the wrong figure for Mexico. 
Mexico for the 45 months was 956,677. 

Mr. MacIntyre. And Canada? 

Mr. WitttaMs. Canada, 1,246,078. 

Mr. MacIntyre. And others? 

Mr. Wrtu1aMs. Others, 701,718. 

Mr. MacInryre. Now, let us return to the Japanese figure, that 
4,175,246, were 833,000 exported during the first 3 months of 1957 ? 

Mr. WituraMs. That is correct. 

Mr. MacIntyre. And 2,228,000 for 1956 ? 

Mr. WititaMs. 2,228,000. 

Mr. MacIntyre. And for 1955 for Japan ? 

Mr. Witit1AMs. 794,982. 

Mr. MacIntyre. And the previous year ? 

Mr. Witu1ams. The previous year was a half year, July through 
December, 55,133. 

Mr. MacIntyre. Now, we have heard testimony to the effect that 
Japan was expected to take, in 1956, 1,800,000 tons. 

Mr. Witu1aMs. That is metric tons, which would have to be con- 
verted to coincide with these figures, which are short tons. 

Mr. MacIntyre. And, if you were to do that, how would it then 
compare with the 2,228,000 tons ? 

Mr. WititaMs. 1,800,000 metric tons is about 1,980,000 short tons. 

Mr. MacIntyre. So it would be 1,980,000 tons that were expected 
to be taken ? 

Mr. WitutAms. By the Japanese steel-purchasing agency for the 
major mills. That is not the entire take which Japan would normally 
take from here. 

Mr. MacIntyre. What part of the total would that purchasing 
agency take of the total for Japan? 

Mr. Wiiu1aMs. Perhaps 80 or 85 percent. 

Mr. MacIntyre. What? 

Mr. Witi1ams. About 80 or 85 percent. There are iron foundries 
which would take iron scrap not included in that 1,800,000, and there 
would be some additional purchased by Japanese scrap dealers. 

Mr. MacIntyre. From what stems the expectation that the total 
would be 1,800,000 tons for 1956 ? 

Mr. Witit1amMs. The 1,800,000 tons was the figure that was given us 
by the Japanese as the figure which their iron and steel scrap purchas- 
ing cartel wished to buy for the 85 percent or so of the Japanese scrap 
industry which is in that association. 

Mr. MacIntyre. So that 1,800,000 figure, as given to you, was given 
to you only by the cartel and to meet its requirements ? 
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Mr. Wit1aMs. No; that figure was given to us, secured for us, by 
the American Embassy from Japanese industry sources. It was later 
reported to us by Messrs. Inayama and Nagamo when they were over 
here in February to tell us why they needed this amount of scrap. 

Mr. MacInryre. And Mr. Inayama represented the cartel when 
he spoke of the needs for that particular country 4 

Mr. Wit11ams. Yes; he spoke of what the needs would be of the 
large number, but not total number, of Japanese mills who are mem- 
bers of that association. 

Mr. MacInryrs. And did you understand him as speaking for the 
total needs for Japan ? 

Mr. Wiiu1aMs. No; he was speaking for the needs of a large segment 
of the industry which he and Mr. Nagamo represented, but not for the 
total needs of Japanese steel mills and iron foundries. For one thing, 
there are no iron foundries in that association. 

Mr. MacIntyre. Well, was that the basis for the informal quota 
that Mr. McClellan spoke about when he was testifying this morning ? 

Mr. Wiru1aMs. I think not. I think the basis was the export figures 
last year. In fact, our press release of May 6 made it quite clear that 
we were hoping, as J believe both Mr. Weeks and Mr. McClellan said, 
to hold the exports of the heavy melting grades of scrap to what they 
had been last year: not the exports of all scrap but of the heavy melt- 
ing grades. 

Mr. MacIntyre. What I am trying to do is to carry the history 
back beyond this period into 1956 to show what the expectations were 
when Mr. Inayama came over. 

Mr. Witu1ams. What the expectations were in 1956 ? 

Mr. MacIntyre. Yes. 

Mr. WituiaMs. Well, there were no expectations in 1956. 

Mr. MacIntyre. What about the discussions concerning the ex- 
pected take by Japan? 

Mr. Wiiu1aMs. In 1956? 

Mr. MacIntyre. Yes, sir. 

Mr. Wuu1aMs. I wouldn’t know. I am at the operating level here, 
processing license applications. 

Mr. MacIntyre. You don’t know anything about the discussions? 

Mr. Witutams. Only by discussion around the Department. I 
wouldn’t feel that I was the appropriate person to answer on that. 
Mr. Borton reminds me, which is quite correct, and I think this elabora- 
tion is perhaps desirable, that the figures we got from the Embassy 
were in turn gotten by it from the Japanese Government. 

Mr. MacIntyre. That is what Japan would expect to take. 

Mr. Wiii1aMs. That is right, and that was not 1,800,000 metric 
tons. It was a larger figure because it included, as I mentioned, the 
iron-foundry needs and other miscellaneous needs. 

Mr. Macintyre. According to information which has come to the 
committee, there is now a designation in the industry of a No. 2 
special bundle of scrap. Are you acquainted with that? 

Mr. Wriur1ams. No; I am not acquainted with any No. 2 special 
bundle. There is just a No. 2 bundle of sheet scrap. 

Mr. MacIntyre. You have not taken into account any specifications 
for No. 2 special bundle for export licenses? 

Mr. WiruitaMs. Well, I am not acquainted at all with such a term. 
So far as the Government is concerned, the Bureau of the Census 
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classification breaks scrap into five principal grades; No. 1 heavy 
melting and No. 2 melting; baled sheet scrap, which is commonly 
referred to as bundled, and I call to your attention this is sheet scrap ; 
shovelings, borings, and turnings, which are machine-shop turnings 
and fine stuff of that sort; cast-iron scrap; and then other scrap, which 
is a catch-all category for any scrap that doesn’t fall in either of the 
four previously mentioned and quite specific categories. 

Mr. MacIntyre. Well, to the extent that any American exporter 
has been assuring the Japanese that a so-called special No. 2 bundle 
could be exported from this country. it would be absolutely on the 
responsibility of that exporter and it has nothing to do with any 
position that the Department of Commerce will take on whether it 
will license such exporting bundles ¢ 

Mr. Witu1aMs. That is quite correct. 

Mr. MacInryre. If such special No. 2 bundle should turn out to 
be one that would contain what heretofore has been No. 2 heavy melt- 
ing scrap, it would not be in accordance with the bundles heretofore 
exported # 

Mr. Witit1Ams, That is right, because the bundle is a bundle of sheet 
scrap and if No. 2 scrap were bundled it would still be No. 2 scrap. 
The physical characteristics of the material and not the form in which 
it is packaged would, I think, be the governing factor. 

Mr. MacIntyre. So, any applications for licensing any such bundle 
would have to come under your consideration as to what it contains 
rather than its designation ? 

Mr. Wiutu1ams. That is right. 

Mr. Hosmer. Mr. Chairman, has counsel established as to when 
these statements as to the Japanese requirements for 1956 were 
obtained ? 

Mr. MacInryre. I didn’t hear that. 

Mr. Hosmer. I will take it. When were these estimates that were 
supplied by the Japanese received from them ? 

Mr. Witurams. The estimates for 1956? 

Mr. Hosmer. The ones for 1956. The ones counsel was question- 
ing you regarding. 

Mr. Wiuiams. I think you were questioning regarding 1957, 
weren’t you, sir 

Mr. MacIntyre. Some of my questions went to the anticipations 
for 1956. 

Mr. Wixu1AMs. Well, in either event we send out a reminder to 
the embassies along about October, as a rule, that this information is 
going to be required, and we generally get the reports in the month 
of December. Sometimes one may come in late in November, and 
occasionally one may come in early in January. 

Mr. Hosmer. You mentioned a 1,980,000 estimate. For what year 
was that ¢ 

Mr. Witu1aMs. That was a conversion of the 1,800,000 metric tons 
for 1957, which it was originally reported the main Japanese steel 
industry wanted. 

Mr. Hosmer. Thank you. 

The CuarrMan. Have you finished, Mr. Hosmer ? 

Mr. Hosmer. Yes. 

Mr. MacIntyre. Mr. Chairman, I believe that concludes the ques- 
tioning of Mr. Williams at this time. However, he has been requested 
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to prepare some additional statistics for us which he tells us he is 
not able to have completed today. I wonder if we could ask him to 
come back when we meet Wednesday and bring them. 

The CHarrman. Or just insert them in the record; would that be 
satisfactory ? 

Mr. Hosmer. May I ask the nature of the statistics, Mr. Chairman ? 

The Cuarrman. Certainly. State the nature of them, Mr. Mac- 
Intyre. 

Mr. MacInryre. It is a breakdown of the licenses, tonnages licensed 
by exporters under a key which would show the total that a particular 
exporter, without divulging his name, of the 26 top exporters ex- 
ported from this country to each of the principal destinations by 
grade for each quarter over the period. 

Mr. Hosmer. What is the anticipated purpose of the information ? 
What will it indicate ? 

Mr. MacIntyre. It will show whether the licensed tonnage is fairly 
well distributed or whether it is concentrated in the hands of a few 
of the exporters. 

Mr. Hosmer. That has relationship to the objectives of these 
hearings ? 

Mr. MacIntyre. The only objective of the hearings, as I have un- 
derstood them from the Chairman, is to get at the facts. There has 
been some complaint that there was undue concentration. It will go 
therefore to the objective of getting at the facts. 

Mr. Hosmer. Very well. I make no objection. 

The Cuarman. You may insert them with your testimony then, 
Mr. Williams, and you will not be required to come back unless we ask 
you to. However, we are not excusing you right now. I want to ask 
if any member of the Committee desires to ask a question. 

Mr. Riehlman. 

Mr. Rreutman. No questions. 

The Cuarrman. Mr. Roosevelt. 

Mr. Roosrvett. Mr. Chairman, I was interested in one statement 
Mr. Williams made that a limit to licensing was not necessarily a 
limit of exports. Actually, as you license these people, don’t you have 
some knowledge of the amount that each license covers and therefore 
doesn’t it automatically also limit the export ? 

Mr. Witu1aMs. Well, the license is for a specific tonnage, yes. It 
may be for 1 cargo or it may be for 5 cargoes. 

Mr. Roosrvert. So that if you limited the licenses you would be 
limiting the exports, wouldn’t you ? 

Mr. WituiaMs. If you limit the licenses because you had a quanta- 
tive limit beyond which you wouldn’t license, yes, but that wasn’t the 
case. We were limiting the rate of licensing. We were limiting 
merely the rate of licensing. You see until that requirement was put 
in all an exporter had to do to get a license for any tonnage was to 
file an application with an import certificate and with a certification 
that he either had this material for export or would have it within 
a specified period. Because of the rumors that got around that we 
were about to impose controls, several of the countries or the steel 
industries in those countries that buy scrap here sought apparently 
to come in in a big hurry and get all of the tonnage licensed they 
possibly could because as a matter of record if we should have been 
obliged at that time to put a quota on we would not have revoked 
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outstanding licenses. That is, there is a 99 to 1 presumption that we 
wouldn’t because licenses are not revoked as a general rule except in 
a national emergency or where a clear violation is discovered. 

We were conc erned, and I think rightly, although I am merely the 
operating agent in the Department here, so perhaps I shouldn't ex- 
press that opinion. Let me just say that the Department was con- 
cerned that where licensing had been going on at the rate of six or 
seven hundred thousand tons a month there was evidence that we 
might be called on within 1 month to license 1,200,000 or 1,400,000 
tons. Now, we knew that that amount of scrap couldn’t be exported 
within just another month or two, and that it was simply panic 
licensing that was going on. So we felt that it was desirable or I 
was instructed in order to ac complish the objective of slowing down 
the licensing, not limiting it but slowing it down, to require this bill 
of lading. So that what was limited was the rate of licensing and 
not the volume. 

Mr. Roosrvetr. In essence, though, the requirements of the bill of 
lading actually froze those who now had the business in the position 
of being the people who would hold and maintain the business? 

Mr. WituraMs. No, because in the interest of small business and in 
the interests of leaving the door open, as is the American system and 
as directed by the act, we added to the bill of lading requirement that 
an exporter who did not hold a bill of lading was eligible to make 
application without attaching a bill of lading for a single cargo, and 
as I mentioned earlier, one of the consuming countries promptly | placed 
orders with 6 or 8 or 10 scrap firms in this country who had not pre- 
viously exported, and under the regulation we issued each of these a 
license for a cargo of 10,000 tons. 

Mr. Roosevetr. And then a very short time later you changed that? 

Mr. Witt1ams. Yes, I think that requirement was put on. Mr. 
MacIntyre had the date. I don’t recall it exactly. I think it was 
early in March of 1956, and I remember that it was lifted on Septem- 
ber 13, about 6 months later. 

Mr. Roosevett. Now, what was the basis of the State Department’s 
protest of the exclusive features of the OCCF contract? Did that in 
any way enter into the decision to make a change in the licensing 
procedures ? 

Mr. Wiuu1aMs. I couldn’t answer that, sir. That is a matter that 
isn’t in my area at all. 

Mr. Roosrvett. You mean you are not invited to sit in when——— 

Mr. Wittr1aMs. No, I am the operating official for licensing exports 
in the metals field. 1 

Mr. Roosrvetr. The only reason I asked you is that if you see a 
licensing procedure change I presume natural curiosity would make 
you know something about it. 

Mr. Witntams. Y¢ es; that is quite correct. 

Mr. Roosrverr. And in this instance e, as I understand it, is was 
changed because of the complaint by the State Department of the 
exclusive feature of that OCCF contract, and I wondered if you had 
any opinion or any information that you could give us on it. 

Mr. Witutams. Well, I am sorry, sir. I think I have lost track of 
what your original question was. 

Mr. Roosrverr. It is my understanding that the State Department 
protested the exclusive features of the OCCF contract ; it that correct? 
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Mr. Witi1ams. Well, I had understood that the State Department 
had called attention of the Coal and Steel Community to the fact that, 
as Mr. Weeks pointed out, we preferred to see business conducted on 
as wide a competitive basis as possible. 

Mr. Roosrverr. And the State Department felt it was not being 
conducted on a wide enough basis ? 

Mr. WituiaMs. Well, there had been complaints that it wasn’t, and 
they were taken, I believe, to what they call the Fair Practices Divi- 
sion of the State Department. 

Mr. Roosrverr. Well, now, as a result of those complaints for- 
warded to the Department of Commerce by the State Department 
your procedures changed. Now, how did they change? 

Mr. WituraMs. No. I don’t think our procedures changed on that 
account at all. The State Department, as I understand it— and I am 
in Commerce, not State—the Department of State has this Fair Prac- 
tices Division which deals with this kind of complaint, and I know, 
of course, that the complaints were made at one time that the business 
of the Coal and Steel Community was in the hands of an extermely 
limited number of exporters. 

Mr. Roosrvetr. And did you not see any changes as the result of 
that complaint ? 

Mr. Wiuiu1ams. Yes, I saw changes as a result of that complaint, 
but my point is 

Mr. Roosevetr. What I want to know is what are the changes. 

Mr. Wuu1aMs. They are not reflected in the licensing procedures or 
policies. 

Mr. Roosrvett. What were the changes / 

Mr. Witu1ams. The changes were that the Coal and Steel Com- 
munity, effective on some date which I could find out but don’t remem- 
ber, placed business with additional American exporters so that 
whereas there had been, say, 3 or 4 applying for licenses up to a certain 
date thereafter there were 7 or 8 applying for licenses. 

Mr. Roosrvetr. About what time was this? 

Mr. Wiiuiams. My recollection is that it was along in the early 
part of 1956. Iam not entirely positive of that date. 

Mr. Roosevert. Was it the same time that you began to restrict 
the further issuance of licenses ? 

Mr. Wuu14Ms. If my recollection is correct about the same date, 
yes, but those two would be coincidental rather than having any 
relationship. 

Mr. Roosevett. I think that is all, Mr. Chairman. 

The CHatrman. Mr. Hosmer. 

Mr. Hosmer. Your duties there are of a mechanical and adminis- 
trative nature and nota policy nature ¢ 

Mr. WituiaMs. That is right. 

Mr. Hosmer. Now, in connection with this bill of lading require- 
ment, does that simply mean that the exporter would be required 
to have the scrap he intended to export rather than anticipating 
acquiring it ? 

Mr. Wiiu1aMs. He could have the scrap or have it available. The 
bill of lading requirement was to evidence the fact in effect that he 
had used his last license. We were trying to avoid a situation where 
we were issuing a lot of hunting licenses which might never materialize 
into shipments. 
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Mr. Hosmer. In other words, it was to prevent any particular firm 
from stockpiling export licenses ? 

Mr. Wituiams. That is right, and going up and down the country- 
side saying, “I have got 50,000 tons of scrap licensed for export here” 
and trying to line up the mater ial and so on needlessly. 

Mr. Hosmer. Now, with respect to the receipt of these applications 
for licenses by your office, do you process them in order of receipt? 

Mr. WituiaMs. Yes. 

Mr. Hosmer. Or any other system ? 

Mr. Wiis. No, they are normally processed in order of receipt. 

Mr. Hosmer. What would be the abnormal situation in which they 
would not be so processed ? 

Mr. Wits. I will say they are processed in order of receipt. 
I had in mind that sometimes applications have to be referred for 
one reason or another to other parts of the Department for informa- 
tion or comment. 

Mr. Hosmer. In other words, they are picked up in order of receipt, 
but there may be delays on account of information you have to get? 

Mr. Wir11ams. The processing is even, but if 5 are filed at the 
same time licenses may be issued on 4 of them 48 or 72 hours later, 
but the fifth may not get final action for a couple more days. 

Mr. Hosmer. That is because of information that is needed and 
not because of the source of the application ? 

Mr. Wiiu1AMs. That is right. 

Mr. Hosmer. Is there any effort or attempt, or has there ever been, 
in your office to make any allocations amongst exporters as to who 
does the business ? 

Mr. Wiu1aMs. No, not at all since October of 1953 when the export 
of scrap was thrown on an open-end basis, which meant no quantita- 
tive restrictions; any application that met our requirements was 
licensed. 

Mr. Hosmer. With respect to the destinations of the scrap were 
there any allocations made or attempted by your office at any time? 

Mr. Witt1aMs. No. 

Mr. Hosmer. You have been there since 1945; isn’t that true ? 

Mr. Wriutams. 1947. Well, from 1947 until June 1953 scrap not 
only required a license, as, of course, it has continuously, but the only 
export quotas we had were for Mexico. So that down through Oc- 
tober of 1953 no application to ship anywhere except Mexico could 
receive consideration. 

Mr. Hosmer. Well, in other words, you did hand them out to the 
extent that there were quotas ? 

Mr, Wiu1ams. When there were quotas, my office was responsible 
for administering them, but there have been none for about 4 years 
now. 

Mr. Hosmer. Will you identify the OCCF concerning which Mr. 
Roosevelt questioned you ? 

Mr. Wuutams. That is the purchasing agency for the Coal and 
Steel Community. 

Mr. Hosmer. In the normal definition of the word it is a purchaser ? 

Mr. Wittrams. They are the purchasing agents with offices, I be- 
lieve, in Brussels for all of the six member nations of the Coal and 
Steel Community. 
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Mr. Hosmer. The Government has no control over them any more 
than any other purchaser as to with whom they will do business ? 

Mr, Wiiu1aMs. That is quite correct. They place their orders with 
a variety of American exporters. 

Mr. Hosmer. Except I understand that the State Department did 
suggest that they might be utilizing a too limited number of pur- 
chasers. 

Mr. Wiuu1ams. That suggestion was made to them, I understand, 
at one time about a year and a half ago. 

Mr. Hosmer. They did in response to that suggestion somewhat 
broaden their sources ? 

Mr. Wiuu1ams. That is correct. That is evidenced by the applica- 
tions from several additional exporters naming European Coal and 
Steel Community destinations as the destination for the scrap they 
were selling. 

Mr. Hosmer. Does the amount of scrap that the Japanese estimate 
that they want for 1957 fairly well coincide with that they took in 
1956? 

Mr. Witurams. No, it fairly well coincides, but it is a larger tonnage. 

Mr. Hosmer. The 1956 tonnage exported was 2,228,000 ? 

Mr. Wiiuias. Yes. 

Mr. Hosmer. And the figure you gave of 1,980,000 tons as the esti- 
mate for 1957 ? 

Mr. Wiiu1aMs. Well, that was the estimate purely for the major 
part of the industry but not for all Japan. 

Mr. Hosmer. You said that it amounted to 80 or 85 percent? 

Mr. Wiuu1aMs. That is correct. I think their total request comes 
to somewhere around 2.4 to 2.5 million short tons, which would be 
over last year. 

Mr. Hosmer. Based on my calculations from your estimated per- 
centages they want between 2.33 and 2.47? 

Mr. Wittiams. Yes. 

Mr. Hosmer. Does that sound about right? 

Mr. Witurams. That sounds about right. 

Mr. Hosmer. Now, you received these estimates from Japan, at 
least, in metric tons. Do you receive them in any other type of tons 
from other countries? 

Mr. Witu1aMs. Yes, the British give us the figures in long tons. 
The Coal and Steel Community is also in metric tons. No one gives 
them to us in short tons. 

Mr. Hosmer. Is a short ton what is also known as the net ton ? 

Mr. Wuu1aMs. Yes; they are the same. 

Mr. Hosmer. Is that the common measurement used in the Depart- 
ment of Commerce? 

Mr. Wii1aMs. It is a common measurement used in the Depart- 
ment; yes, sir. It is the unit used by the Bureau of Census in the 
export statistics. That is why we use it in licensing. 

Mr. Hosmer. Do you know why the Bureau of Mines uses gross tons 
in their calculations and statistics? 

Mr. Wiu1AMs. I think because the industry in this country uses 
gross tons. I don’t know of any good reason for or against the dif- 
ferences, but the industry uses gross tons and the Government uses 
net tons. 
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Mr. Hosmer. How far do the statistics gathered by the Department 
of Commerce duplicate those gathered by the Bureau of Mines; do 
you know? 

Mr. Wiuu1aMs. I think they both come from the same source. I 
think the Bureau of Mines gets its figures from the Department of 
Commerce but then puts them in long tons because it is reporting in 
the same terms that the industry in this country uses. 

Mr. Hosmer. Thank you. 

The Cuarrman, Thank you. 

Mr. Brown. 

Mr. Brown. Mr. Williams, you indicated, I believe, that early in 
the spring of 1956 that there were more companies, that is, new com- 
panies, participating in the exporting of scrap than previously; is 
that correct ? 

Mr. Wittiams. Yes; there were several new companies came in at 
the time when the bill of lading requirement was put on because we 
provided that a new exporter could get what you might call a free 
cargo. 

Mr. Brown. And then along about that point in layman’s terms 
you figured that you were going to export too much or that the de- 
mand was too great and you started figuring out ways to throw road- 
blocks in the path of the thing; is that correct ? 

Mr. Wuutams. I think it would be more correct to say that we 
weren’t so much concerned about the amount we were going to export 
as we were concerned about the amount that we were being called on 
to license in a very limited period of time. It was pretty clear that 
scrap costing what it does and ocean freight costing what it does, that 
no foreign country is going to take scrap much beyond its needs. 

Mr. Brown. But you still insist that there is a difference between 
the licensing and the export ? 

Mr. Witu1aMs. There could be; yes. In addition, where we have 
no quotas and we will license any application that meets certain pretty 
simple requirements, we could license a great deal more than would 
be exported, and in fact, in a good many commodities when licenses 
were required this commonly happened. I would just like to cite as 
an illustration that during the several years when steel-mill products 
generally required a license, 1948, 1949, and during the Korean situa- 
tion, business firms in Mexico, Brazil, many destinations would gen- 
erally place an order for 100 tons of reinforcing bars with at least 2 
and sometimes 4 or 5 different exporters, with the purpose of order- 
ing forward the 100 tons they got quic kest or on the best terms. Now, 
this hasn’t happened in scrap, but I think it was about to happen. 

Mr. Brown. Well, now in the operating end of the Government’s 
procedure on this matter, when you started slowi ing down the process 
somebody got left out, didn’t he, or got delayed ? 

Mr. Wut1aMs. No. Somebody ‘got delayed in getting additional 
licenses over what he originally would have perhaps scheduled for 
himself in terms of getting licenses, but nobody got delayed in mak- 
ing actual shipments, and in fact, as I mentioned to Mr. MacIntyre, 
the one purchasing country took advantage in the sense of the fact 
that a new exporter could get a free cargo to place business with 
several scrap firms who hadn't previously _ been exporting. 
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Mr. Brown. Then in September you changed that? 

Mr. Wiru1aMs. That is right. 

Mr. Brown. And has the base, that is, the number of companies 
participating in this, been narrowed since September ? 

Mr. Wiu1aMms. I don’t think it has materially. As was reported, 
we are working on this other report that the committee has requested, 
I remember one thing from it, and that was in the first quarter of 
this year there were 41 differ ent licenses. 

Mr. Brown. How did that compare with the first quarter of the 
previous year ? 

Mr. Wit1aMs. I would have to check specifically on that quarter 
to find out, but we have mentioned that there were approximately 50 
licenses and there certainly are some who do not appear every quarter, 
so that I think there has been no marked change. 

Mr. Brown. But the fact remains that the situation is such that 
with the new procedure the base will probably not be as broad as it 
was between March and September of 1956. Is that correct? 

Mr. Wuu1aMs. Well, I don’t think there is any way of telling that. 
It depends on how the foreign customers place their orders. We are 
not controlling that. 

Mr. Brown. Thank you, Mr. Chairman. 

The Cuarman. Thank you very much, Mr. Williams. 

We shall now call Mr. Stanley Diefenthal. 

The Cuamman. Do you solemnly swear that the testimony you 
are about to give before this committee will be the truth, the whole 
truth, and nothing but the truth, so help you God? 

Mr. Dierentuat, I do. 


TESTIMONY OF STANLEY DIEFENTHAL, VICE PRESIDENT, SOUTH- 
ERN SCRAP MATERIAL CO., LTD., OF NEW ORLEANS, LA. 


The Cuatrman. Mr. Diefenthal, identify yourself, please. 

Mr. DierentuaL. My name is Stanley Diefenthal. I am vice pres- 
ident of the Southern Scrap Material Co., Ltd., of New Orleans, La. 

Mr. MacInryre. Mr. Diefenthal, you were called to appear and 
testify about your knowledge and experience in the iron and steel 
scrap industry and export of that product, were you? 

Mr. DierentnHat. I think so; yes. 

Mr. MacIntyre. Will you proceed to tell us something about your 
place in the iron and steel scrap industry ? 

The Cuarrman. And about problems that the people in the business 
like you have, if any ? 

Mr. DierentHaL. Our company has been in existence some 60 
years. It has operated continuously during that time at what might 
be called a wholesale level of buying and selling steel scrap, mainly 
restricted to our own locality. 

I think that perhaps for our purposes here this morning I might 
make first some statements regarding some of the comments that 
have been made here already with respect to an export problem which 
= arly affects us at this time, since for the past 3 years we have 

een engaged almost exclusively i in the export business. I made these 
notes during previous testimony that was given this morning. 

First of all, with regard to the Battelle report, I have examined 
this report with some care and have arrived at the conclusion that 
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this report is purely statistical, that it has been assembled from his- 
torical data, combined with theoretical considerations and estimates 
which are generally not easily applied to the scrap industry. 

To begin with, the report completely ee any relationship 
between the availability of scrap and the price level, while it has 
been generally acknowledged in our trade that supply and availability 
vary in direct proportion with price. The report does not stipulate 
any difference between Nos. 1 and 2 heavy melting steel scrap, ignor- 
ing this to such an extent thet one might possibly infer that a de- 
liberate attempt is made to confuse the “difference between these two 
grades. 

The report completely neglects to take into account the amount of 
new steel in various forms which has been imported into this country 
during the past year and which in the years to come will be imported. 
( ‘ertainly this imported steel will eventually become scrap after its 
useful life cycle. 

In addition to these failings the report contemplates a continual 
rising economy, ignoring recessions such as the industry underwent 
in 1949 and 1954. The ser ap industry, as has been testified to, is an 
extremely volatile one with respect to both demand and price levels, 
and it has been seen that twice in the last decade we experienced 
periods of some 12 to 15 months when following a time of unprece- 
dented demand we encountered a falling off of demand to such an 
extent that dealers, particularly small dealers, could not sell their 
accumulations of merchandise. 

As an example, the Battelle Institute predicted in November and 
January of last year, when this report was being processed, that 
1957 would be a 126-million-ton ingot year. Now that some 5 months 
of this year have been completed ‘it is obvious that such an estimate 
is an exaggerated figure and even so the mill-operating rate is today 
continually declining. 

Finally, to give the committee some background with respect to 
the Battelle Institute I would like to refer to a report made only 
last year as a result of an investigation at the request of the Institute 
of Scrap Iron and Steel into the matter of expanded uses for scrap 
iron in this country, and where one of these recommendations by 
Battelle was that scrap iron be used as road fill. This is the same 
organization which only several months later in a report made at the 
request of the Department of Commerce envisioned an impending 
shortage of this commodity. 

I would also like to comment on certain remarks made by the gen- 
tleman from the Department of Commerce. First, they expressed 
apprehension at the tremendous increase in scrap exports and quote 
percentage figures to show the increase. Percentage figures should 
not be used in this connection since it must be remembered that scrap 
export began from nothing in October 1953 and by applying per- 

centage figures from the beginning we might well ‘be able to show 
an infinite increase. Actually scrap- export increase should be cal- 
culated from the last full year preceding World War II, which was 
1939, wherein I believe the quantity exported was some 4 million tons. 
By this method we show an increase of 40 percent, which is not extra- 
ordin: ary, and which is substantially less than the percentage of the 
increase of scrap collections between those years. 
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It is true that there has perhaps not been a similar increase in the 

export of steel products because of the availability of scrap and be- 

cause of the cheaper labor available for conversion of scrap in foreign 
countries. I predict, however, that a substantial increase in the ex- 
port of steel products, particularly pig iron, will come about if the 
export of scrap is curtailed. In fact, at this moment Japanese con- 
sumers are awaiting conclusive results of their negotiations with the 
Department of Commerce prior to placing substantial orders for pig 
iron. The Commerce people have testified that no quota on scrap 
export has been promulgated, although talks were held regarding in- 
formal limitations. I would like to point out that such talks over the 
past years have been a fertile field for speculation in Japanese circles 
that certain interests in this country could sway the judgment of the 
Department of Commerce one way or the other, and stories have 
been circulated in Japan to the effect that if certain exporters were 
given exclusive orders then the restrictions, if any, could be much 
less stringent. Such rumors, although they may sound foolish to this 
committee, have had great influence on Japanese negotiations in the 
matter of distribution of orders to the extreme detriment of smaller 
shippers. 

Mr. MacIntyre. On that point, Mr. Diefenthal, I would like to 
ask, have you learned what portion of the exports to Japan were held 
by any American exporter in 1956 ? 

Mr. DirrentHat. Yes, I have seen contracts and also have been 
told that the figures are such as to give the largest exporter an order 
which would amount to some 600, 000 tons out of a total of 1 ,800,000. 

Mr. MacIntyre. Will you proceed with your statement? 

Mr. Hosmer. Are you going to leave this rumor business now? 

Mr. MacIntyre. No. 

Mr. Hosmer. Is his statement going to continue on that point? I 
have a question about it if he is going to something else. 

Mr. MacIntyre. I would like to see where he is going. I don’t 
know. I would like for him to continue with the statement. 

The Cuarrman. If you want to ask a question, go ahead. 

Mr. Hosmer. These rumors that you say were circulated in Japan, 
where did you obtain information regarding them ? 

Mr. Drerentuat. This information was obtained by me from our 
agents in Japan and also by me directly when I made a trip 
to Japan last year. 

Mr. Hosmer. And you heard Japanese saying that when you were 
there? 

Mr. Drerentuat. That is right. 

Mr. Hosmer. Do you know where they in turn got the rumors? 

Mr. Drerentruau. Which particular rumor do you refer to now? 

Mr. Hosmer. The rumors that if they did business with certain 
exporters that the scrap would more likely be given a license and 
arrive in Japan. 

Mr. Drerentuat. I certainly can’t say where they got the rumor 
from, but I would imagine it is obvious it per haps came from that 
exporter or his agents. 

Mr. Hosmer. I see. It was kind of a trade game with these ex- 
porters then ? 

Mr. Drerentuar. I would like to feel that it was a trade game: 
that there was nothing to it, yes. 
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Mr. Hosmer. Thank you. 

The Cuamman. Go ahead, Mr. MacIntyre. 

Mr. MacIntyre. Will you proceed with the remarks that you were 
making ? 

Mr. DrerentHa. Well, insofar as what has been covered this 
morning, which is purely a matter of export, I don’t think there is 
a great deal more than Icansay. I might touch on some other matters 
which have not been previously brought up here. 

Mr. MacIntyre. Well, will you? 

Mr. DierentHar. Yes. I might give you a brief rundown on what 
our experience in the trade generally has been in the last 10 or 15 
years. As I previously stated, our firm has dealt principally in the 
buying and selling of steel scrap, both domestically and for export 
on a wholesale level, restricting our operations to our immediate 
locality. In this respect we are perhaps one of several thousand 
similar firms, some larger and some smaller, scattered throughout 
the entire country. In the past 10 years we have found our operations 
increasingly hampered by what we feel are monopolistic practices 
of one or more large firms operating in the same business, whom we 
feel have been aided and abbetted in many respects by one or more of 
the larger steel producers in this country. 

For the first 8 years of the postwar period we found our domestic 
markets constantly narrowed. For example, immediately after the 
war we had outlets in maybe 8 or 10 different places. This narrowed 
down after these 8 years to perhaps 2 or 3 outlets, if that many. 
Since the advent of export we have found that foreign outlets have 
either been gobbled up completely or absorbed by these large firms to 
such an extent that what remains to us is not sufficient to accommodate 
our normal accumulations. 

These accomplishments, in my opinion, have been achieved by these 
interests by various methods ,such as buying out competitors, pirating 
key employ ees of competitors, dominating our trade association, circu- 
lating stories calculated to infer an alliance with our Department of 
Commerce, promoting rumors to the effect that certain firms held 
control of other firms, threatening foreign consumers with failure of 
supply or insufficient supply if orders were not awarded to these large 
firms, and threatening reprisals against the suppliers of people such 
as ourselves for their continued cooperation with our firm. These 
things have willfully been done in the face of Federal Trade Commis- 
sion indictments wherein hearings have now been going on for some 
3 years or longer and which have no prospect of ending i in the fore- 
seeable future. Many witnesses who have testified at these hearings 
have placed themselves in jeopardy commercially, and yet even while 
they were testifying the object of the indictment was becoming more 
ominous daily. 

It is my belief and, I believe, the belief of many small dealers 
throughout this country that we should have access to the several 
manebiits available without the requirements of enriching any par- 

ticular competitor who is endeav oring to throttle us slowly but surely 
with each passing year. 

Mr. MacIntyre. In relation to your business; that is, the amount 
of tonnage that you export, are there larger exporters ? 

Mr. DierentHan. We are perhaps the smallest exporter of all. 
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Mr. MacIntyre. Now, let us go back to this Japanese situation of 
1956. You stated that you heard of a contract to give an American 
exporter exclusive on the Japanese exports. What did you do 
about your business of exporting to Japan when -you heard that 
report / 

Mr. Drerenruat. We endeavored to counteract certain stories 
which we felt had brought about a tendency on the part of the 
Japanese to issue such a contract. 

Mr. MacIntyre. What did you do to counteract it? 

Mr. Dierentuat. I personally went to Japan. 

Mr. MacIntyre. When was that ? 

Mr. Drerentuat. In August of 1956. 

Mr. MacIntyre. What did you learn when you went there about 
this matter ¢ 

Mr. Drerentuat. I learned that it had been said of our firm in 
particular that there was no point in issuing us an order since our 
material was already controlled and could be spoken for by someone 
else. 

Mr. MacInryre. Meaning a larger American firm / 

Mr. Direrentua. A larger American firm, yes. 

Mr. MacIntyre. What did you do to counteract that? 

Mr. Drmrentuart. We explained carefully to the Japanese that 
while it was true we had done a major portion of our business with 
this American firm for the past 2 years and that we had exported 
large quantities of scrap to the OC ‘CF through this firm, that they 
did not in any way control us, that we w: anted to do business with 
the Japanese directly and we were capable of doing so. 

Mr. MacInryre. What did you learn about the negotiations that 
this large American exporter had carried on prior to. your arriving 
in Japan in August of 1956? 

Mr. Drerentuat. As I stated previously, we learned that they had, 
of course, been trying to negotiate for an exclusive contract. 

Mr. MacIntyre. That is to export all that Japan would be taking? 

Mr. Dierentuat. To get an exclusive contract to export all of the 
scrap that Japan would require. 

Mr. MacIntyre. To what extent have they been successful in their 
attempt to get such a contract 4 

Mr. DierentHa. Well, this, of course, is purely based on hearsay, 
but I think that had it not been for the strenuous objections made 
by other American shippers that perhaps they would have been 
entirely successful and would have obtained such a contract. 

Mr. MacIntyre. After you and the other American shippers ap- 
peared on the scene there in August was there some better under- 
standing secured by the Japanese purchasing agent of the situation 
over here? 

Mr. Drerentruat. I think they were much better apprised of the 
exact situation after we told them what existed. 

Mr. MacIntyre. And once they had a better understanding of the 
problem with you people over here, then they did not give the ex- 
clusive contract to this one large American exporter? 

Mr. Drerenruat. That is right. 

Mr. MacIntyre. Did you hear of any counterproposal being made 
by this large American exporter for any percentage of the total after 
it failed to get the exclusive ? 
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Mr. Dierentuat. Yes, I did. 

Mr. MacIntyre. What did you learn about that counterproposal ? 

Mr. Dimrentua. After the exclusive contract appeared improbable 
to effect, a proposal was made whereby this firm should participate 
in perhaps 75 percent of Japan’s requirements and suggested that the 
balance be divided among 2 or 3 specific firms whom they named at. 
that time. 

Mr. MacIntyre. And did those 2 or 3 names include your concern ¢ 

Mr. Dierenrnar. They did not. 

Mr. Roosrverr. Mr. Chairman, could I ask if we could pin down 
the name of the large supplier? I am kind of in the dark. I would 
like to know exactly whom we are talking about. 

Mr. Macintyre. Will you name the large American exporter to 
whom you have been referring ? 

Mr. DierenrHa, The one to whom I refer is Luria Bros., Inc., of 
New York and Philadelphia and other points. 

Mr. Hosmer. Along that same line, Mr. Chairman, I wonder if 
you would identify the other firms to whom you previously referred 
about their monopolistic practices within the United States! You 
spoke of pirating personnel and one thing and the other, several 
practices. Who conducts them ? 

Mr. DierenruHat. Most of the comments that I have made, in fact 
all of them, have been comments which are engendered by the action 
of the one firm I just mentioned, Luria Bros. Co., Inc. 

Mr. Hosmer. In other words, your whole testimony pertains to this 
Luria Bros. Co. ? 

Mr. Dierentuat. In the large it would; yes. 

Mr. Rooseveitt. Would the gentleman also be specific as to the 
steel company or steel producer who cooperates with Luria? 

Mr. DirrenrHaL, Well, there are many. The most important of 
these is Bethlehem Steel Co. 

Mr. MacInryre. Isn’t it a fact that Bethlehem buys its iron and 
steel scrap exclusively from Luria? 

Mr. Dierentrua. [ think that is correct, or if not entirely correct, 
I would say perhaps 95 percent correct or 98 percent. 

Mr. Mactiwryre. Do you know anything about the purchase of a 
yard of an independent scrap dealer and exporter that was brought 
out within the past week by Bethlehem and turned over to Luria for 
its operation ? 

Mr. Dierentuat. I have heard that such a sale took place on the 
West Coast. 

Mr. MacIntyre. What was the name of the dealer and exporter? 

Mr. Dierentuar. Dulien Steel Products Co. 

Mr. MacIntyre. Where is that located ? 

Mr. Dierentuar. Mainly in Seattle. I think they operate also in 
1 or 2 other places and it has been rumored that their yard was pur- 
chased by Bethlehem Steel Corp. 

Mr. Hosmer. Is it true or not true? 

Mr. Drerentuat. I do not know. I only heard this as late as 3 or 4 
days ago. 

Mr. MacInryre. Your information about that instance as it is re- 
es to you, does it fit a pattern of your experience of Luria and 

ethlehem down through the recent years in buying out independents 
and then using them under Bethlehem’s influence ? 
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Mr. DirerentHuat. I think so. 

Mr. MacIntyre. Approximately what percentage of the total iron 
and steel scrap industry would you say that Luria now controls and 
operates ¢ 

Mr. DierentHat. I would estimate it to be in exess of 50 percent. 

Mr. Macintyre. And what about the export market ? 

Mr. DierentHat. In export, as far as large tonnages are concerned, 
there are only two important importers of steel scrap, Japan and the 
OCCF, as has been previously mentioned here. 

Mr. MacIntyre. And Luria had about three-fourths of the Japa- 
nese business ? 

Mr. Dierentuat. No, I don’t think it is quite that much. I would 
say they had perhaps 40 percent of the Japanese business, and almost 
an exclusive with the OCCF. 

Mr. MacIntyre. Almost all of the European cartel purchases ? 

Mr. DierenTHAL. Yes. 

Mr. MacIntyre. When you say 50 percent of the domestic business, 
how many millions of tons would you estimate that that would rep- 
resent ? 

Mr. DrerentHat. I would say 

Mr. MacIntyre. For 1956. 

Mr. Drerentna. I would say that they perhaps handled directly 
or indirectly some 15 to 20 million tons. 

Mr. MacIntyre. That is better than a half-billlion-dollar business 
at the present-day prices, would you say ? 

Mr. Drerentuat. No, I don’t think it would be that much, would it? 

Mr. MacInryre. It is about $30 a ton, isn’t it ? 

Mr. Drerentuar. That might be an average over the year or per- 
haps higher than that. 

The Crarrman. It would be about $600 million on a 20-million-ton 
basis at $30 a ton. 

Mr. MacIntyre. In addition to that, Luria is handling better than 
50 percent of the exports ? 

Mr. DrerentTHa. Yes. 

Mr. MacIntyre. Which last year totaled better than 6 million tons, 
according to Mr. Williams’ testimony this morning. 

Mr. DrerenTHa.. Yes. 

Mr. MacIntyre. And when you were in Japan last August you were 
told then that Luria was circulating reports there to the effect that it 
had influence with the United States Department of Commerce and 
to give it orders for exporting to Japan would mean that Japan would 
be able to get what it wanted, but if it gave it to you or others, Japan 
wouldn’t be able to get what it wanted; is that what you learned 
there ? 

Mr. DrerentHaL. That was indicated to us, yes. 

Mr. MacIntyre. What official of Luria did that, according to the 
information that you received when you went to Japan last summer? 

Mr. Drerentuau. No name was specifically mentioned to me, but I 
could only infer it would be Mr. Wynschenk. 

Mr. MacIntyre. He had preceded you there to deal with the Japa- 
nese, hadn’t he ? 

Mr. DrerentTHau. Yes. 

Mr. MacIntyre. Where did you learn this about the Luria reports 
when you went over there ? 
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Mr. DrerentHAL. About what ? 

Mr. MacIntyre. Who told you about what Luria was reporting in 
that respect when you went to Japan ’ 

Mr. Direrentuar. Well, when I went to Japan I spent some 2 weeks 
having daily discussions with representatives of various steel mills, 
and the story that we refer to now was common knowledge among 
them, and in each case I was questioned as to what was my reaction 
to the theory that the Department of Commerce could be controlled if 
an exclusive order were given out. 

Mr. MacIntyre. Weren’t you questioned by the representatives of 
the Japanese steel industry as to whether that report was correct or 
not? 

Mr. DierentTHaL. Yes, I was. I was asked that on many occasions, 
to which I always replied, of course, I did not think it was correct. 

Mr. MacIntyre. Did you get any impression from them that they 
had been convinced that there was something to that story that the 
representatives of Luria had given them ? 

Mr. Dierentuat, Yes, I did. 

Mr. MacInryre. It was largely a task of yours to unconvince them 
on that point then ? 

Mr. Drerentuau. To undo this. In fact, I was told by a very im- 
portant person in the steel industry there that great consideration had 
been given to these stories and that they felt that to deal with 1 strong 
firm was better than to deal with 10 weak ones. 

Mr. MacIntyre. Do youship out of the port of New Orleans? 

Mr. Drerenruar. We ship out of several ports, New Orleans, 
Mobile. 

Mr. MacIntyre. New Orleans is the principal port ? 

Mr. DrerentHau. New Orleans is the principal port. 

Mr. MacIntyre. Who is the largest shipper from that port in the 
last year, in your experience? 

Mr. Drierentuan. That is a rather difficult thing to say at the 
moment because it changes from time to time depending upon avail- 
ability of ships and availability of space. I would say that perhaps 
the largest exporter from the port of New Orleans during the past 
several months has been the Hugo Neu Co., of New York City. 

Mr. MacIntyre. Where would Luria stand on the shipments out of 
New Orleans? 

Mr. Drerentnan. Most of the Luria scrap in the Gulf is loaded 
either at Baton Rouge, at the port of Baton Rouge or Houston, or the 
port of Houston, and, of course, I think from these two ports their 
shipments have been larger than any other individual’s, substantially 
larger. 

Mr. MacIntyre. In other words, if you were to take the Gulf as a 
whole, Luria would exceed any other shipper ? 

Mr. DirFentHa, Yes. 

Mr. MacIntyre. You have kept yourself informed about Luria’s 
activities in this country to the extent that any businessman competing 
with him would. What is your view as to whether its grip on the 
American iron and steel scrap industry is increasing or decreasing ? 

Mr. Drerentnat. I think it is very obvious that it has been increas- 
ing by leaps and bounds over the past several years. 
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Mr. MacIntyre. And that is notwithstanding the fact that the 
Federal Trade Commission proceeded against Luria on that very score 
some 3 years ago / 

Mr. Drerentuat. That is right. 

Mr. MacInryre. Do you have any information about the Institute 
of Scrap Iron and Steel representing the industry ? 

Mr. DierentHat. Well, as I previously stated, I believe that the 
Institute of Iron and Steel Scrap is dominated to a large extent by 
Luria Bros. and similar factions. As a matter of fact, ‘for the past 
14 years out of its 29 years of existence, the presidency of the insti- 
tute has been held by a member of the firm of Luria Bros. or one 
other, by a member of only two firms. For the — period which 
we are going through now, for the period of 8 years from 1952 to 
1959, inclusive, a Luria Bros. employee has held or will have held the 
presidency for 6 of those 8 years. 

Mr. MacIntyre. What about the Foreign Trade Committee of the 
Institute, which is accepted as representing the industry in negotia- 
tions with the Department of Commerce. 

Mr. Drerentuat. A similar theory would apply here. 

Mr. MacIntyre. Luria’s representatives sit on that committee and 
deal with the Department of Commerce purportedly representing the 
industry. 

Mr. Drerentuar. The chairman of the Foreign Trade Committee 
is, I believe, the president of Luria Bros. at this time, and has been 
for the past year or two. 

Mr. MacIntyre. And the Commerce Department then is accepting 
the opinions and views of Luria in dealing with the industry and the 
industry’s representatives on what to do about exports to Japan? 

Mr. Drmerentuat. I think those views have held sway for the past 
year or two. 

The Cuatrman. Are there any other questions by members of the 
committee ? 

Mr. Roosevert. Mr. Chairman, I just have one. When were the 
FTC proceedings, when were they originally filed ? 

Mr. Drerentuat. I think in 1952, or it may have been early in 
1953. 

Mr. Roosrvert. And no decision has been reached concerning them 
between 1953, let’s say, and 1957 ? 

Mr. Dierentuat. The Federal Trade Commission has not even yet 
completed taking its testimony, after which I have been advised there 
will be perhaps some 4 years of testimony by the defendants, and 
then perhaps another 2 years during which a decision may be arrived 
at. 

Mr. Roosrevett. Mr. Chairman, I would just like to remark for the 
record this seems to be the same old story of the inability of reaching 
a decision on the Federal Trade Commission level which would be of 
assistance to those not in the monopoly group and therefore of interest. 
That is all, Mr. Chairman. 

The Crarrman. Mr. Hosmer. 

Mr. Hosmer. You by no means mentioned all of the assumptions 
upon which the Battelle report was founded, did you? 

Mr. Drerentua.. No. 
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Mr. Hosmer. There have been numerous other speculations in 
there. 

Mr. Drerentuan. There are numerous speculations and numerous 
estimates. 

Mr. Hosmer. In the past have you or your company had any diffi- 
culty in getting your scrap sold to various steel companies ? 

Mr. Dierentuat. It has always been necessary—are you referring 
to domestic or export ? 

Mr. Hosmer. Yes. 

Mr. Drerentuat. Domestically, it has almost without exception 
been necessary for us to deal through a broker of one sort or another. 

Mr. Hosmer. Your firm is not a brokerage firm, I take it ? 

Mr. Dierentuar. Domestically we have done practically no 
brokerage due to the fact that our location is away from the mills. 

Mr. Hosmer. You buy your own scrap? 

Mr. Drerentuat. That is right. 

Mr. Hosmer. Have you ever had any trouble getting your product 
accepted by your purchasers insofar as its quality is concerned ? 

Mr. DrerentuHat. No. 

Mr. Hosmer. Have you ever had any difficulty in obtaining the 
scrap to fulfill your contracts ¢ 

Mr. Drerentruau. No. 

Mr. Hosmer. Do you feel that the steel companies have made any 
effort to stockpile scrap ? 

Mr. Dirrentnan. Not beyond their normal requirements. 

Mr. Hosmer. Do you feel if export controls limit the market and 
therefore drops the price of scrap, that they are in effect pushing a 
stockpile back into the hands of those who would normally have 
scrap to sell? 

Mr. Dierentnar. No, actually not pushing a stockpile back into the 
hands of dealers. 

Mr. Hosmer. I meant dealer sources. 

Mr. DirrentHa. Not dealer sources, because dealer sources are not 
generally in a financial position to carry stockpiles. They will carry 
a normal stockpile of say perhaps, well, it is very difficult to say be- 
cause you have a larger radiant between the smallest and largest 
of dealers, but in general a dealer does not want to and is not able to 
stockpile a large quantity of scrap. The quantity, of course, will de- 
pend upon that particular dealer’s financial position, and it might 
run anywhere from, oh, from a thousand to ten or fifteen thousand 
tons. Ten or fifteen thousand tons would be a rarity, of course. 

Mr. Hosmer. Price does not affect then the amount of steel scrap 
used ? 

Mr. DierentHat. It does not affect the amount of steel scrap used, 
you say? No, but it substantially affects the amount of steel scrap 
accumulated. For example, forgetting all other considerations, if the 
price of steel scrap is $50 per ton you will find many, many more 
smaller, let us say, peddlers or individuals who will go out and ac- 
cumulate scrap than you will at $25-a-ton price level. 

Mr. Hosmer. In other words, a $25-a-ton price level leaves it out 
of reach? 

Mr. DierentHa.. It doesn’t leave all of it out, but I will say it 
leaves out a substantial portion. If perhaps, as we did last year, 
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this country accumulated some 40 million tons of scrap, of what we 
call purchased scrap that is accumulated by dealers, this was done at 
maybe an average price level of about $45 throughout the year. An 
average price level of say $25 a ton certainly would not have pro- 
duced or accumulated 40 million tons of scrap. It wouldn’t have 
piled up in the dealer yards; it would have remained scattered 
throughout the country. 

Mr. Hosmer. The law of supply and demand will produce the 
scrap needed for consumption. 

Mr. Drerentuat. It has always been my opinion if the price was 
sufficiently high there is no limit within 15 to 20 percent of our 
maximum year as to what we could accumulate. 

Mr. Hosmer. Do you feel that the major steel companies in this 
country are unable to meet competitively the Japanese and the Euro- 
pean Community and other foreign countries in the matter of ac- 
quiring scrap? 

Mr. DrerentTHat. You mean from a price standpoint ? 

Mr. Hosmer. From any standpoint. 

Mr. Drerentuat. No; I don’t think so. I think that every dealer 
would perfer to sell domestically. The advantages of selling domes- 
tically are obvious. First, the financial one. You don’t need to ac- 
cumulate an entire cargo. You can sell to a domestic mill one railroad 
car full at a time. 

Mr. Hosmer. What proportion of the iron and steel scrap business 
in this country is handled by dealers and brokers ? 

Mr. Dierentuau. Well, all of what we call purchased scrap must 
at one time or another be handled by dealers and brokers. 

Mr. Hosmer. In other words, the obsolete scrap part of the supply is 
almost 100 percent handled by dealers and brokers ? 

Mr. Drerentuar. Yes. In fact, you will even find a duplication 
there. A good deal of it is handled by both dealers and brokers. In 
some cases it may be handled by two brokers. 

Mr. Hosmer. Thank you. 

The Cuatrman. Mr. Brown. 

Mr. Brown. Mr. Diefenthal, you have indicated that the rumor was 
spread in Japan that this one concern had a pipeline or whatever 
you call it into the Department of Commerce. Do you think there 
was any justification for that rumor? 

Mr. Drerentuat. I hardly think so. 

Mr. Brown. Have you ever experienced any difficulty with any 
roadblocks or delays or anything in processing your papers at the 
Department of Commerce? 

Mr. Drerentuat. No; I have not. 

Mr. Brown. Thank you. 

The Cuatrman. Mr. Diefenthal, I want to ask you some questions, 
but I cannot do it today because we have to go over to the floor of the 
House, which is in session. 

Here is what I want to inquire about. Will you be kind enough to 
be back here, Wednesday morning? 

Mr. Drerentuat. I hadn’t contemplated it. 

The Cuarrman. We would appreciate it very much if you will. 

Mr. Drerentuat. All right. 
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The Cuatrman. I would like to ask you some questions about the 
type of foundries and steel plants that use this steel scrap outside of 
the large integrated plants, like United States Steel and Bethlehem ; 
over the period of years have your customers been increasing or de- 
creasing ; and if they have been decreasing, why; and the type of pro- 
ducer that has been going out of business, if any; and the type of 
producer that has been increasing and the number of increases , if any. 
Would you, in the meantime, look into that information and be pre- 
pared to give it to us? 

Mr. DierenrHat. I will do my best. 

The CrarMan. Thank you very kindly, sir. There are other ques- 
tions I want to ask you, but without objection the committee stands in 
recess until Wednesday morning at 10 a. m. 

(Whereupon, at 12:20 p. m., the committee recessed to reconvene 
at 10 a. m., Wednesday, May 22, 1957.) 











SMALL-BUSINESS PROBLEMS RELATING TO IRON AND 
STEEL SCRAP 


WEDNESDAY, MAY 22, 1957 


House or REPRESENTATIVES, 
Seiect ComMitrrese To Conpuct A STuDY AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BUSINESS, 
Washington, D.C. 


The committee met, pursuant to recess, at 9:30 a. m., in room 445, 
House Office Building, Hon. Wright Patman, chairman, presiding. 

Present: Representatives Patman, Multer, Yates, Roosevelt, Brown, 
Hill, Riehlman, Seely-Brown, McCulloch, Sheehan, and Hosmer. 

Also present: Everette MacIntyre, general counsel; Wm. Summers 
Johnson, chief economist; Frances K. Topping, economist; Clarence 
D. Everett, staff member, Marie M. Stewart, clerk, and Victor P. 
Dalmas, adviser to minority members. 

The CuatrrMan. The committee will please come to order. 

We have as our first witness this morning, Mr. Samuel A. Newirth, 
Associated Metals & Minerals Corp., Port Newark, N. J. 

Mr. Newirth, you are under subpena, are you not ? 

Mr. Newrrru. Yes, sir. 

The Cuarrman. Will you hold up your hand and be sworn, please? 

Do you solemnly swear the testimony you will give before this com- 
mittee will be the truth, the whole truth and nothing but the truth, so 
help you God ? 

Mr. Newrrtu. I do. 

The Cuarrman. Thank you, sir. 


TESTIMONY OF SAMUEL A. NEWIRTH, VICE PRESIDENT, ASSO- 
CIATED METALS & MINERALS CORP.; ACCOMPANIED BY DAVID 
REICH, ATTORNEY, ASSOCIATED METALS & MINERALS CORP. 


Will you identify yourself for the reporter, please ? 

Mr. Newrrtu. My name is Samuel A. Newirth. I am with the 
Office of the Associated Metals & Minerals Corp., New York and Port 
Newark, N. J. I am associated with the corporation in New Jersey. 

The CuatrMan. Thank you. You may be seated. 

How long has your firm been in business ¢ 

Mr. Newrrtnu. Fifty years, sir. 

The Cuatrman. Have you had any dealings with the OCCF of the 
European Coal and Steel Community ? 

Mr. Newirru. Yes, sir, we have. 

The Cuatrman. What is the purpose of your most recent visit to 
Europe, Mr. Newirth ? 
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Mr. Newrrru. Well, sir, the main purpose of my visit to Europe 
was to fight the discrimination and complete exclusion of our yard in 
Port Newark, N. J., and also to fight favoritism toward other firms— 
particularly one firm. 

The Cuarrman. Can you furnish the committee copies of your cor- 
respondence with the OCCF and with Mr. Benz van den Berg? 

Mr. NewrrtuH. Yes, sir. 

The CuarrMan. Will you do that, please? (See pp. 103, 125-126.) 

Mr. Newrrtu. If I may, sir, I would like very much to give some 
of the background of my trip to Europe. 

The CHarrMan. I wish you oul please. You may proceed as 
you desire. 

Mr. Newrrtu. I will make the background as short as possible. 

The Cuarrman. That is all right. Don’t rush. Anything that 
is material, we shall be glad to have. 

Mr. Newretu. Fine. Thank you, sir. 

In 1954, we learned that Luria combine had received an exclusive 
contract with OCCF of Brussels. That exclusive contract meant 
that all purchases of steel scrap originating from the United States 
and adjacent areas had to be bought from Luria. 

We tried on various occasions to offer materials from our yard, 
from our facilities, and those offers were turned down. Upon further 
inquiry, we were told to please contact the agents of OCCF. 

We then asked them who the agents of OCCF were and the answer 
was, it is Luria—please contact them. Of course, we did not want 
to go through the agents because we felt that we are in a position to 
do business without any intermediaries, without being forced to pay 
commissions to people who did not deserve it. 

We decided to let this case rest a little while and see what is going 
to develop further. We finally discussed the matter with Mr. Sha- 
piro, chairman of the Boston Metal Co., in Baltimore, who was prac- 
tically in the same boat in which we were; namely, he also wanted 
to sell scrap to OCCF, but was prevented from doing so because of 
the exclusive contract of Luria. I met him on various occasions and 
we finally decided to take the matter up with the State Department 
in Washington. 

We proceeded to the Department of State, filed our complaint and 
the Department in Washington suggested to us that we should pro- 
ceed to Europe, take the matter up directly with the OCCF. 

I proceeded to Europe during May of 1955, with a lawyer. The 
purpose of this trip was to tackle this problem with the American au- 
thorities and with the OCCF in Brussels. 

We contacted the various embassies in Europe which gave us the 
necessary support. We contacted the OCCF 

The CHatrMan. Just a moment. You refer to the OCCF. That 
was identified in our other hearing but has not been identified today. 
What is the OCCF? 

Mr. Newirrn. OCCF is the purchasing office of all the scrap for 
the Schuman plan countries. I suppose it is clear to you, sir, that the 
Schuman plan countries consist of Belgium, France, Holland, Luxem- 
bourg, Germany, and Italy. 

The CHatrrman. And you deal with one organization for all of 
these countries ? 7 
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Mr. Newirtu. OCCF is dealing for all these countries. 

The Cuatrman. For all these countries? That is one agency ? 

Mr. Newrrru. Yes, sir; the purchasing agent. 

The Cuamman. The purchasing agent for all those countries in 
Europe? 

Mr. Newrrtu. Yes, sir. We did a lot of work over there and, of 
course, Our main concentration was to break the monopolistic con- 
tract with Luria—the Luria group. We tried to offer material to the 
OCCF in Brussels at terms more favorable than the terms of the 
Luria contract, but were turned down cold. We were told again, 
“You go to our "agent and he should buy the material for us.” 

Finally, through the assistance of our State Department, the 
monopolistic feature of the contract was abolished, but in practice 
Luria still secured between 80 to 90 percent of the entire require- 
ments, while the balance, between 10 to 20 percent, was scattered 
among those various other dealers who were interested in selling 
scrap to OCCF. 

The Cuamman. What period of time was that? 

Mr. Newrrru. That happened, if I remember correctly, during 
the end of 1955. 

The CuarrMan. The end of 1955? 

Mr. Newrrtu. Yes. We succeeded, finally, a short time thereafter 
to sell material here and there and finally, since that period until 
today, we have sold a quantity of about 50,000 tons. The last order 
was given to us in October of last year for a shipment from 
our yard in Port Newark where we have our facilities and we are 
equipped to load the steamers directly from the dock. 

This is a very important feature because many dealers are located 
inside the country and they have this transportation problem which 
we do not have. Since we didn’t get any orders any more since 
October of last year, we decided to go over to Ijnuiden and make an 
appointment with the President of OCCF, Mr. Bentz van den Berg 
in Holland. He did not keep the appointment and I had to proceed 
to see the authorities there and again proceeded to Brussels. I was 
told—notwithstanding the fact I was positive they were buying all 
the time, I was told they were not buying at the present time and to 
come back and see them sometime later. 

I approached them again in January and February, with no result. 

In March, again I approached them and was told that the buyer 
of OCCF will be delegated to the United States in order to buy ma- 
terial directly, but the man never showed up. 

I finally decided again to take a trip over there about 4 weeks ago 
and I managed to get hold of the president, Mr. van den Berg. 7 
saw Mr. van den Ber g on the 19th of April in Holland and I tried 
to plead our case by i inquiring why we were excluded from any fur- 
ther supplies. 

I asked him whether there was anything against Associated Metals 
and his answer was “No.” My distinct question as to why we were 
excluded and discriminated against, he thought that discrimination 
was not the proper word. My question as to what he would call it 
if he boycotts a company for a period of approximately 5 months. 
his answer to that was, “Well, we have two people already buying in 
the Port Newark area, the New York area, which is the Luria group, 
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consisting of Luria Bros. and Schiavone-Bonomo.” He told me that 
he must confine his purchases to these people because when he was 
in America during one of his trips, he had been talking to several 
steel mills and the contention of these various steel mills, such as 
Bethlehem Steel, United States Steel, and others, was that if any 
other buyers would enter the market in New York actively, it might 
disturb the market in this area. 

My explanation was that besides Luria and Schiavone-Bonomo we 
are shipping and other companies are exporting and therefore the 
acquisition of additional cargo from us per month would certainly 
not affect the market, and besides it is the general policy in the United 
States that clean competition is good for business. 

But Mr. van den Berg insisted that he definitely cannot buy from 
this area as he, again, must protect Luria. 

Mr. Seety-Brown. Did you actually hear Mr. van den Berg say 
that? 

Mr. Newrrtru. Yes, sir. As a matter of fact, our witness was with 
me—our representative in Europe. 

The Cuarrman. Go ahead. 

Mr. McCutiocn. I would like to ask a question. Do you know 
what he meant when he said he must protect Luria? 

Mr. Newirrn. Well, he meant, in my opinion, that as long as nobody 
is interfering in the purchasing with Luria, Luria would be in a posi- 
tion to buy cheaper, but I have actual evidence that we have, at cer- 
tain occasions, been buying cheaper than Luria because of the com- 
petitive market. Besides everybody has his loyal suppliers and it 
doesn’t make any difference whether 8 companies buy or 5 com- 
panies buy. 

Mr. McCutxocn. I think that you were experiencing something 
different than competition as we generally know it in other activi- 
ties; is that not so? 

Mr. Newirru. Yes, sir. Competition was actually excluded. 

Mr. McCuttocu. Well, isn’t competition actually being excluded 
in many fields in the acquisition of raw materials in this country by 
reason of friendship or old associates, by reason of ability to supply 
materials at all times? 

Mr. Newrrrn. Well, this might be the case, sir, but this is an inter- 
national agency, OCCF, which is buying for various countries and, 
furthermore—this is something I forgot to mention before—we are 
buying from those Schuman countries. We have been buying at an 
average of 250,000 tons of steel from those Schuman countries, which 
were exporting from Europe. 

Mr. McCutiocu. You mean your company has been buying that 
much scrap abroad ¢ 

Mr. Newirtu. Yes, sir; our group. We have offices overseas, in 
South America and Europe and everywhere, and we have been buying 
from the Schuman plan countries, roughly, about 250,000 tons a year. 
I forgot to mention this before, but I pointed out to Mr. van den Berg 
and said, “We are supporting the export of your steel and therefore 
we believe, by virtue of our continuous purchases, that we have a 
moral right to ask for consideration in the purchase of scrap from the 
United States.” 

As a matter of fact, Mr. van den Berg’s company is doing a large 
business with us, but he put all this interest aside and claimed that he, 
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as president of OCCF, must look after OCCF first and he must ignore 
any other aspects. 

Mr. Hosmer. May I ask a question? Why don’t you stop buying 
ae ts from them if they won’t buy from you? 

Mr. Newirrn. Well, sir, the situation is such that many times you 
do require these pr oducts and we can’t get them anywhere else and 
that is where we have to go and buy them from there. 

Furthermore, we have been doing business with those people in some 

cases for over 50 years and it is an old fr iendship between us and those 
mills and all this added up results in the fact that it is a very pleasant 
relationship and a continuous purchase of steel from the Schuman 
plan countries. 

Mr. Hosmer. It is pleasant insofar as your purchasing is concerned, 
but cg? insofar as your selling is concerned; is that right? 

Mr. Newirtu. Yes. 

Mr. Hosmer. But not insofar as your selling scrap for them is 
concerned ¢ 

Mr. Newrrru. Well, it was very unpleasant. 

Mr. McCuttocnu. I would like to ask another question at this time. 

The CHarrmMan. Go ahead. 

Mr. McCutiocn. Do you think this condition which you are de- 
scribing is causing an artificis al, high price on serap export? 

Mr. Newirrn. Well, sir, this is very hard for me to answer. Of 
course, if the market is being controlled by one party only or, say, 
combined with another party, there are certain possibilities, but some 
further research would have to be done in order to answer this ques- 
tion properly. 

Mr. Mutter. Will you yield at that point? 

Mr. McCuttocu. Yes, sir. 

Mr. Motrer. Along the same line, I think you explained OCCF is 
the foreign organization. The United States has no jurisdiction over 
that organization. 

Mr. Newrrtu. That is right, sir. 

Mr. Mutrer. Has it been traditional that European countries have 
set up cartels for buying and selling and limit their purchases and 
sales to people whom they pick? Hasn’t that been treddbicnal on the 
Continent ? 

Mr. Newrrru. Yes, sir. That might be the case, but we feel that 
OCCF is representing those various industries. 

Mr. Murer. But OCCF is representing foreign industries and is 
a foreign organization ¢ 

Mr. Newrrtu. Yes. 

Mr. Mutter. What can the United States Government do with 
reference to that $ 

Mr. Newirtu. Well, to my knowledge—the best of my knowledge— 
the United States Government has extended the high authorities a 
loan of a hundred million dollars, and I believe once a loan has been 
extended that this Government would want to see that fair business 
practices are in effect. 

Mr. Muurer. Who extended the loan ¢ 

Mr. Newirtu. United States. The United States Government. 

Mr. Mutrer. Well, the United States doesn’t make loans. Some 
agency of the United States must have made the loan. Who was it ? 
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Mr. Newtrtu. I would have to check that. I only know that there 
was a loan made. 

Mr. Mutter. Was it the Export-Import Bank or the International 
World Bank ? 

Mr. Newirru. This, I don’t know. I would have to check, but I 
know for a fact that a loan has been extended. It was discussed over 
there and, as a matter of fact, I have seen Ambassador Butterworth in 
Luxembourg, with whom I also discussed the case, and asked him to 
please intervene in the matter, which he has done, but before I come 
to this point I would like to mention something else in order to follow 
the line which I have started. 

Mr. Yates. Would you yield for a question ? 

Mr. Muurer. Yes. 

Mr. Yates. Do you know whether or not OCCF has an exclusive 
franchise arrangement with any dealer in this country ? 

Mr. Multer indicated that this has been true in the past, that 
European organizations may select an exclusive dealer in this country 
with whom they do business. Do you know whether or not this exists 
in the case of steel scrap ! 

Mr. Newirtu. To my knowledge, it is no exclusive arrangement. 
The exclusive feature was taken out, but, by giving people today 85 
to 90 percent of the entire requirements, in my opinion, that is not an 
absolute exclusiveness, but definitely a favoritism unprecedented. 

Mr. Yates. You know of no contract arrangement whereby this 
relationship exists, do you ? 

Mr. Newirrn. It was in 1954 and 1955 and the State Department 
intervened at that time and this exclusive feature was taken out of the 
contract, but now it doesn’t exist any more to the extent of 100 percent 
but to the extent of 80 to 90 percent. 

Mr. Yates. Will you answer one more question so I can be clear on 
this point? Was Mr. van den Berg affiliated with OCCF or was he in 
another country ¢ 

Mr. Newirru. He is president of the OCCF, but at the same time 
he is, I believe, vice president of the steelworks in Ijnuiden, Holland. 

Mr. Yates. Did you seek to sell him your scrap as an individual, or 
as an Officer of this group ¢ 

Mr. Newrrtu. No sir. I saw Mr. van den Berg because I felt that 
I have to appeal to the president to explain the situation in order to 
get the support to eliminate the exclusion which has been existing 
since October of last year. 

Mr. Yates. Between OCCF and companies other than Luria? 

Mr. Newirrn. I beg your pardon. 

Mr. Yates. Between OCCF and—this apparent discrimination be- 
tween OCCF and companies other than Luria ¢ 

Mr. Newrrru. Yes. 

Mr. McCutiocu. One more question. You are talking about scrap 
now that you collect and process and have for shipment from this 
country to foreign countries; is that right ¢ 

Mr. Newrrru. That is right, sir. 

Mr. McCutiocu. And your interest here is in selling more scrap to 
foreign countries on terms that are the same, or similar, as other ex- 
porting companies are selling ? 
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Mr. Newirrn. Well, sir, I was trying to go in chronological order, 
but I would like to answer your question straight. I pointed out to 
Mr. van den Berg that we would be in a position to deliver the mate- 
rial at approximately $30,000 per cargo below the Luria terms. In 
other words, the acceptance of our offer would give them a benefit of 
about $6 million a year on the total requirements they have during 
each year. ' 

Mr. McCutiocu. Yes. For how long? It has been suggested I 
ask for how long. 

Mr. Newirru. Well, 200 cargoes is the average quantity they have 
per year. by 

Mr. McCuttocu. For how many years would you be in a position 
or have you offered todothis? Indefinitely ? 

Mr. Newirtu. Well, sir, I did not offer to take the entire require- 
ment. I only wanted about 7 or 8 percent of the requirements, which 
would be, roughly, about 200,000 tons per year. 

Mr. McCuttocu. And for an indefinite period ¢ 

Mr. Newirru. First I did offer 18,000 tons, and later on I offered 
for the remainder of the year. 

Mr. McCuttocn. But you were making a continuing offer, I take 
it? 

Mr. Newrirtn. No, sir. The first offer was an outright offer for just 
18,000 tons; my second offer was for the 18,000 tons for each month 
for the remainder of this year. 

Mr. McCutxiocu. Again, your desire has been to sell more of this 
scrap that you own in this country to countries abroad ? 

Mr. Newirtu. That is right, sir. 

The Cuatrman. I believe you said the OCCF gave an exclusive con- 
tract and later it discontinued this contract ¢ 

Mr. Newirtu. No, sir. The exclusiveness was taken out of the con- 
tract because of the intervention by the Department of State and the 
American authorities overseas, but later on this contract was amended 
to a certain amount, a certain tonnage, which, according to the best 
of our knowledge, amounted to about 85 to 90 percent of the total 
requirement of OCCF. 

The Cuamman. You may go ahead. 

Mr. Brown. Mr. Chairman, may I ask a question ? 

The Cuarrman. Mr. Brown of Missouri has a question. 

Mr. Brown. You stated the State Department intervened and got 
a change in this exclusive contract. Is that correct, sir? 

Mr. Newrrru. Yes, sir. 

Mr. Brown. Approximately when was that ? 

Mr. Newirrn. That happened between May 1955 and September 
1955. 

Mr. Brown. Then you say that for a while it was wide open? 
Could anybody trade with them, theoretically ? 

Mr. Newirtn. After the exclusiveness was taken out, everybody else 
could sell them, but they only gave people a chance—I mean all the 
outsiders, outside of Luria and Schiavone-Bonomo, got a chance, say, 
only to 10 to 20 percent of the total requirement. : 

Mr. Hosmer. Would Mr. Brown yield? 

Mr. Brown. One more question. 

Mr. Newirtu. After we did ship 50,000 tons, after that period. 
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Mr. Brown. You say that was again altered and this one firm 
got more of the contracts ? 

Mr. Newirtru. Yes. As a practical matter, they gave 10 to 20 
percent to other companies, but this Luria Bros. combine still retained 
about 80 to 90 percent of the total requirement. 

Mr. Brown. What I am driving at, is that still the ratio now ? 

Mr. Newirtru. As a matter of fact, I would say right now it is 
closer to 90 percent. In fact, in the month of June 1957, it Is going 
to be 100 percent, according to my information. 

Mr. Brown. Then the freedom of opportunity to trade with OCCF 
was more in theory than in practice. Is that what you are driving at? 

Mr. Newirrtu. Yes, sir. 

Mr. Brown. It was just a token opening up of the thing? Is that 
what you are saying ? 

Mr. Newrrru. Yes. That isright. 

Mr. Brown. I now yield to Mr. Hosmer. 

Mr. Hosmer. Would you say when it was opened up you then did 
sell some amount to OCCF ? 

Mr. Newirru. Yes, sir, we did sell, but at terms and conditions 
which were more disadvantageous than those extended to Luria. 

Mr. Hosmer. Under what constitutional power or authority do you 
think the United States Government can step in and order this 
foreign buyer to purchase more of its requirements from you and 
less from Luria Bros. ? 

Mr. Newirru. Well, sir, I don’t know the legal aspects of this 
matter, but I believe it was taken from the standpoint of an exclusive 
agreement. 

Mr. Hosmer. You think the United States should do that ? 

Mr. Newirtu. I believe the United States has done it effectively. 

Mr. Hosmer. And you feel that it should do it because it helps 
various other people in the same trade; is that right ? 

Mr. Newrrtu. Yes. 

May I add something, sir? As I mentioned before, the United 
States Government has extended a loan of a hundred million dollars 
and, in fact, has an Ambassador directly assigned to the high author- 
ities in Luxembourg—Ambassador Butterworth. 

Mr. Hosmer. If I get a loan from the bank, I don’t expect the 
bank to tell me from whom I have to buy my material. 

Mr. Newrrtn. Oh, no. 

The Cuarrman. You don’t know who extended that loan, whether 
it was the World Bank, the Import-Export Bank, or the International 
Cooperation Administration ¢ 

Mr. Hitz. Can’t we have that information ? 

The CuarrmMan. Can we get that? We should know who did that. 

Mr. Yares. We can get that from the State Department. 

The CuHatrman. Yes, we can do that. 

Mr. Yates. May I ask : a question ? 

The Cuatrman. Certainly. 

Mr. Yates. Do you know how far back this contract with Luria 
Bros. and OCCF goes? 

Mr. Newirtu. Well, sir, I believe the middle of 1954. 

Mr. Yates. That was the first time that OCCF and Luria Bros. 
entered into this type of arrangement ? 
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Mr. NewirrH. Yes, sir, to the best of my knowledge. 

Mr. Yares. Prior to that time, were you able to sell to OCCF ? 

Mr. Newirru. Well, prior to that time there was no possibility 
to export material, sc rap, because of the existing export embargo. 

Mr. Yates. Because of the Korean conflict 

Mr. Newrrtn. That is right. 

Mr. Yates. Prior to the Korean war, between the termination of 
World War II and the Korean war, were you engaged in the export 
business of scrap ¢ 

Mr. Newirtu. Well, sir, at that time there was an export embargo. 
Exporters could not export. They were not permitted to export any, 
but we engaged in, since 1947, in transactions of steel scrap primarily, 
internation: ally, from Australia, New Zealand, Malaya, aes 
Islands, and Japan. Part of this material w ent to Argentina; part 
went to the United States. 

Mr. Yarrs. You made no sales to the European Community ? 

Mr. Newirrn. No, sir. 

Mr. Yarrs. Was this because of the export-license restrictions ? 

Mr. Newrrtu. No. At that time, European mills were not operat- 
ing yet at capacity. Their accumulation of scrap was sufficient to keep 
their furnaces going during that period. 

Mr. Yates. Was your experience comparable to that of other ex- 
porters ¢ 

Mr. Newirru. Yes, sir. 

Mr. Yates. And the first opportunity that any exporter had to deal 
with the European Community was around 1954 then? Is that what 
you are saying ? 

Mr. Newirru. I didn’t get the question. 

Mr. Yarrs. At the termination of the Korean conflict, that was the 
first opportunity that any American exporters had to deal with the 
European Community ¢ 

Mr. Newirtru. That is right. 

Mr. Yates. When you ‘started to deal with the E uropean Com- 
munity, you say you already found Luria Bros. had this arrangement 
with OCCF? 

Mr. Newirrnu. That is right. 

Mr. Yarrs. You don’t know how this arrangement happened to be 
entered into betw _ Luria and OCCF ? 

Mr. Newirru. I don’t know the technical details. We do know Mr. 
Herlitz, who represents one company of the Luria group, was over 
there and negotiated a deal. 

Mr. Yates. At the time you tried to do business ? 

Mr. Newirru. No, this was prior to anyone else’s efforts. 

Mr. Yates. And then when you came there, the door had already 
been closed ? 

Mr. Newrrrn. That is right, sir. 

The Carman. Now it is important that we know about this loan. 
Of course, we cannot object to any cartel agreement that the nations 
of Europe have for purchasing anything from our country, but if 
we are furnishing the money and they are using, in effect, our money 
to make the purchases, I think we should have something to say 
against any monopolistic arrangements and we should make sure that 
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all of our people in this country have an equal opportunity to secure 
the business on an equal basis. 

Mr. SHeewan. Mr. Chairman, may I ask a question ? 

The Cuatrman. Mr. Sheehan. 

Mr. Yates. May I comment on that—just on the statement of the 
chairman ? 

Mr. Chairman, I am not sure that is the entire picture. I wonder 
whether or not export licenses being granted by our Government, 
whether or not it isn’t to the interest of the Gov ernment, because of 
the restriction of exporters, to make sure all exporters have an op- 
portunity to do business. 

The Cuarrman,. Yes, I think equal opportunity is something that 
is essential in this and I feel sure we should go into that angle for 
that reason. 

Mr. McCutiocn. Mr. Chairman, while we are on that subject, we 
are getting into very, very deep water, if I may use a phrase that 
comes from or is used back in my community. I think whether or 
not we tell friendly European nations how they are going to use 
funds: we loan to them is a question of high foreign policy which ap- 
pears to me has not been resolved in 1 or 2 or 3 administrations, and 
I want to disclaim any responsibility in any declaration of policy 
which would say that we should tell friendly European countries 
how to use the aid that has been provided by this country. 

The Cuamman. We are not making a declaration of policy, Judge 
McCulloch. We have no power to do that. We are not attempting 
to do it. But all we want to do is make sure that our people are 
not being discriminated against. 

Mr. Hosmer. Mr. Chairman, I was going to say the same thing 
as Judge McCulloch and I wish to associate myself with his remarks 
for the most particular reason that this committee has not yet had 
enough information before it to justify, in my humble opinion, the 
policy declaration made by the chairman. 

The Cuamman. There was no attempt by the chairman to make a 
policy declaration. 

Now, Mr. Sheehan, you may ask your question. 

Mr. Sneenan. Mr. Newirth, what was your dollar volume of sales 
last year? 

Mr. Newrrru. Well, the market fluctuates, of course. I would say 
it was about, between $214 to $3 million. 

Mr. Surenan. Two and a half to three million dollars? 

Mr. Newirru. Pardon me, sir; you are referrring to the OCCF of 
sales ? 

Mr. Surenan. No, sir; the total sales in your company last year. 

Mr. Newrrtu. In scrap metal ? 

Mr. Sueenan. In all of your operations. 

Mr. Newirru. Well, this is hard to say. It might be fluctuated 
between 150 and 200 million dollars. 

Mr. Sueenan. A hundred and fifty million ? 

Mr. Newirtu. Yes; to $200 million for the parent company. It is 
the parent company. 

Mr. Sueenan. You are a subsidiary then ? 

Mr. Newirtu. Yes. 
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Mr. Sueenan. But your total operators of the combined company 
are from 150 to 200 million ? 

Mr. Newirru. Yes; that is my estimate. 

Mr. Surewan. How has it been running over the last 5 years? 

Mr. NewirrH. I am afraid I can’t give you any figures because I am 
traveling quite a bit. I would say ‘it is around a hundred million. 
It is in that area, maybe a little less or a little more. 

Mr. SuerHan. How does your volume compare with Luria Bros.? 

Mr. Newirtu. That, sir, I cannot answer because I don’t know 
what Luria’s volume is. 

Mr. SuHrenan. After all, you can see that we are concerned here 
with small business. 

Mr. Newirru. Yes. 

Mr. SHeenan. And we just want to make sure where small business 
fits into this picture. 

Mr. Newrrtu. Yes; but I am representing, actually, our scrap yard 

operation in Port Newark, which is small business, ‘which is a yard. 

Mr. Sueenan. Well, General Motors has some subsidiaries, too, 
that are small business, but General Motors is not small business and 
I just wanted to make sure, for my own purposes. We don’t want to 
get ourselves, as a committee, tied up into a fight between various 
factors of business who are worrying about who | got the sales and if 
it is just a question of salesmanship or who is getting the business. 
Like everybody else in business, we all have to fight for our own 
business and get there firstest with the mostest. 

That is all, Mr. Chairman. 

The Cuarrman. You may proceed. 

Mr. Newirru. I would like to state, in connection with this discus- 
sion, there is an article that appeared in the Sunday Times, March 
31, which reads, “The Community also stimulates joint rese: arch and 
enforces the first major anti-cartel law in European history.” 

Mr. McCuttocn. Would you reread it? 

Mr. Newirru. It is from the New York Times, the Sunday edition, 
March 31, an article about the European Community for Coal and 
Steel. One part of it reads, “The Community also stimulates joint 
research and enforces the first major anticartel law in European 
history.” 

Mr. McCutxocn. I think that is very commendable. 

Mr. Sueenan. What is the gentleman trying to show by that? 

Mr. Newrrru. Because Mr. Multer mentioned before that isn’t it a 
fact that in Europe there are many cartels, that business is being done 
mostly by cartels. 

Mr. Sueenan. I think we all recognize that fact. 

Mr. Hosmer. Is there an author listed for that article? 

Mr. Newrrru. If you wish, you may see it. 

Mr. Suernan. There is no author listed for the article. 

The CHarrMan. You may proceed, sir. 

Mr. Newrrrn. After I left the president in Holland, I went back 
to Brussels and made them an offer. At Brussels, which are the 
_— ising offices of OCCF, they refused the offer. 

I decided then to go to Luxembourg to talk to our Ambassador to 
the high authority. I asked Ambassador Butterworth to look into 
this case and he immediately got in touch with Mr. Rollman, who is 
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the chief of the scrap division, the high authority in Luxembourg. 
Mr. Rollman saw me the next morning and asked me what my com- 
plaint was and I explained the same situations as I explained to you 
before, that we are being discriminated against and that all we want 
is a fair share in the business. We don’t want a lot; we want maybe 
5 or 6 or 7 percent. 

Mr. Rollman saw the offer. I explained to Mr. Rollman our offer 
is about $30,000 per cargo cheaper than Luria and Mr. Rollman im- 
mediately called the OCCF office in Brussels to find out the reason 
why our offer was rejected or whether there was anything of a deroga- 
tary nature as to Associated Metals. 

Mr. Rollman spoke to all directors and asked them whether Asso- 
ciated Metals performed in a satisfactory manner and the answer 
was “Yes.” 

He asked whether there was any complaint against Associated 
Metals. The answer was “No.” 

He asked why don’t you buy them from those people and the answer 
was well, we, act upon instructions from the president. Mr. Roll- 
man tried to reach the president that day and he couldn’t reach him. 
He spoke to him the next day, called me in Brussels and told me, 
“Well, I spoke with Mr. van den Berg. I will see him on the 6th of 
May in Brussels, during a meeting which will start on the 7th of May, 
and according to the information I have so far from Mr. van den 
Berg, I can tell you that the action is not unfavorable.” 

Mr. McCutiocu. Now I would like to ask a couple of questions, 
Mr. Chairman. 

The Cuatrman. Mr. McCulloch. 

Mr. McCutitocn. Did you came to any conclusion that anyone in 
the United States Government with any authority had suggested, 
either directly or indirectly, or brought any pressure either directly 
or indirectly on the European purchaser to purchase scrap metal 
needs from Luria Bros. only ¢ 

Mr. Newrrtu. No. 

Mr. McCuttocu. Then you do not wish to leave any inference in 
this committee or among the press or among anyone else that any 
part of the United States Government has been interfering in the 

sale and exportation of scrap metal to European countries which would 
favor one domestic exported over another? You don’t want to leave 
such an inference; is that right? 

Mr. NewtrtH. No. 

The Cuairman. But Judge, wouldn’t the inference be there, if it 
is true that a loan of a hundred million or any other sum made to the 
ECSC, and with the knowledge that they were just patronizing one 
concern in the United States, wouldn’t that directly implicate our 
Government in tolerating a situation which we would not consider 
wholesome ? 

Mr. McCutzocn. No, sir; that would not be a conclusion that I 
would necessarily draw and before we draw those conclusions or leave 
those inferences in the committee, I think that this matter should be 
completely explored. Everyone who was connected, not everyone, 
but responsible persons who were connected with this matter should 
be given an opportunity to answer. 
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The Cuarrman. I am in favor of that; yes, sir. Anybody you 
want to hear, we will hear and I personally will withhold judgment 
until we do so. 

Mr. McCuttocn. I am trying to get from the witnesses, as they 
come before this committee, the names of any persons or the descrip- 
tion of any bureaus which might be exerting any pressure that would 
be improper in this. 

Mr. Yares. All we have up to the present time, apparently, is the 
fact that there was some kind of arrangement under which Luria 
Bros. was a preferred customer. 

Mr. McCuttocu. So far as I interpret the testimony, the agreement 
certainly was not fostered by the United States Government. 

Mr. Yares. That is correct. All we know at the moment is—at 
least what the witness has told us—is apparently Luria Bros. was a 
preferred customer. 

Mr. McCutxiocnu. That is right. He told us there was such a con- 
tract and he is not seeking to leave the inference with this committee 
that he knows of any pressure that has been brought by anybody in 
the Federal Government to that end and if he does want to create that 
inference, if there is a feeling in his mind, if he knows of someone who 
has exerted some such influence, he should speak out so that we can 
pursue this matter right to the person who may be responsible. 

The Cuamman. May I state, Judge, that I have here the Interna- 
tional Iron and Steel Quarterly Industry Report, volume 2, No. 1, 
August 1956, issued by the United States Department of Commerce, 
Business and Defense Service Administration, showing types of aid, 
credits, grants, and loans, direct and indirect financial assistance to 
foreign steel industries by the United States Government from 1940 
through 1956 and it shows totals of $866,172,000. Of this, $700,882,000 
in aid were extended directly by agencies of the United States Gov- 
ernment, while $165,290,000, based largely on United States contribu- 
tions, were rendered by loans by the International Bank for Recon- 
struction and Dev elopment. 

The direct financial aid was of 2 kinds, grants and credits, with 
grants accounting for $245,706,000 of the total. These latter were 
outright gifts, the direct repayment of which in dollars was not 
required. The credits both for loans and for guaranties for private 
loans were in the amount of $455,176,000 and create specific obliga- 
tions for repayment over a per iod of years, with interest. 

It is quite a long article giving specifically the loans and grants 
extended to foreign steel industries and other information. I believe 
it would be interesting to this committee and suggest we put it in the 
record at this point. 

Is there any objection ? 

There seems to be none. 

(The document is as follows :) 


[From International Iron and Steel Quarterly Industry Report, August 1956] 
ASSISTANCE EXTENDED FOREIGN STEEL INDUSTRIES BY THE UNITED STATES 
FOREWORD 
This report summarizes the direct financial assistance extended to foreign 


steel industries and iron ore mining operations by the United States Govern- 
ment and by the International Bank for Reconstruction and Development. It 
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also describes the extent of such aid, whether in the form of grants or credits, in 
each area and country and attempts, insofar as possible, to evaluate the effect 
of this direct aid on the individual steel industries. Since the foreign air pro- 
gram of the United States Government reached into all areas of the free world 
and into all phases of their economies, it probably played fully as important a 
role in the growth of steel production through the expansion of demand and the 
freeing of funds at local levels for use in capital investment programs as did 
the direct financial assistance to steel companies identified in this report. This 
is true also of the contributions of United States private industry by way of 
technical assistance and investment. 


INTRODUCTION 

Background 

In 1940, after the outbreak of World War II, the United States embarked 
upon the first of what was to become a series of major programs extending 
financial and material assistance to friendly foreign countries. Their character 
and extent were largely dictated by the exigencies of World War II and its 
aftermath. Their purpose was to strengthen the economies of the participating 
countries, to provide military and defense support, and, where there had been 
physical destruction, to rehabilitate the affected populations and rebuild, mod- 
ernize and expand vital industries. 

Of necessity these programs—military, economic and technical—overlapped in 
time and in purpose. Heonomic aid had martial overtones almost from its in- 


ception. Military assistance included the provision not only of arms and muni- 
tions, but also of materials and products for industry as well as food and other 


agricultural necessities. Postwar relief and rehabilitation sought first to pre- 
vent starvation and to provide clothing and shelter and in its second phase to 
rebuild weakened economies. Technical assistance was part of all the programs, 
military and economic. 

The extent of this financial assistance may be measured in two ways—in terms 
of the gross or total value of the aid extended or of the net cost remaining after 
the value of reverse lend-lease and of repayments against credits had been de- 
ducted from the principal sum. Direct expenditures by the United States Govern- 
ment for foreign aid of all types have been as follows: 


TABLE I.—The extent of direct United States foreign aid’* 


[Billions of dollars] 


Period Gross grants} Net grants 
and credits and credits 


War period, July 1, 1940 through June 30, 1945____-.--.--------------.------- 49.2 41.0 
Postwar period, July 1, 1945 through Mar. 31, 1956_..-.....-.---------------- 59.3 54.1 
Da secre cnanitendbacesietee cee bepbycmsatidetohsnatadesenscwopcoteen | 108.7 95.1 





' Does not include the financial assistance rendered through the International Bank for Reconstruction 
and Development and the International Monetary Fund. 


Assistance to foreign steel and iron ore industries is included in these totals 
to the extent of $700,882,000.. A loan of $18,759,000 and a guaranty of credit 
in the amount of $26,241,000 to help finance the construction of an integrated 
steel plant in Brazil were among the first acts of economic assistance rendered 
under these programs. In all, steel and iron ore industries in 24 countries 
have been helped to modernize and expand their facilities through these pro- 
grams. 

Among the reasons advanced to justify direct financial assistance to steel in- 
dustries were the following: An adequate supply of steel is basic to any 
modern economy and makes possible the development and diversification of 
industry and the modernization of agriculture. Ready availablity of steel 
promotes economic stability, for imports constitute a costly and not always 
dependable source of supply. The United States foreign and program sought to 
help friendly foreign countries to help themselves by, among other things, 


1 Does not include the financial assistance rendered through the International Bank for 
Reconstruction and Development and the International Monetary Fund. 
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building steel industries suited to their economic objectives especially in those 
instances where raw materials or an established and growing market or both 
existed. ; bea 

Principal considerations for assistance to Latin American countries included 
the necessity for broadening the economic base of these predominantly agricul- 
tural countries, lessening their dependence on offshore supplies of manufactured 
goods, and effecting a general improvement in living standards. 3 : 

In Europe the problem was one of revitalizing war-damaged industries so 
as to set the several national economies on their feet. This problem was at- 
tacked in two ways—first by supplying steel to consuming industries so that 
they might resume production and, second, by modernizing and expanding 
existing steel industries so that they might take over the task of supplying local 
consumers, and of restoring their individual export positions so necessary to 
their economy. Both programs lessened the period during which relief and 
rehabilitation at the level of the individual and the community had to be pro- 
vided. 

It is also important that by these programs machinery, equipment, and techni- 
cal assistance were made available to friendly foreign countries when they were 
needed the most, when they could not be had from any other source, and when 
the recipient countries lacked foreign exchange with which to pay for them. 

Many of these considerations were fully applicable when the assistance ex- 
tended was earmarked for the development of iron ore resources or the expansion 
of production beyond current levels. However, in several cases an increase in 
the supply of iron ore which might be imported into the United States was also 
a factor. 


Accomplishments 

There is no yardstick by which to measure the precise contribution of the 
several foreign aid programs to world steel production. For one thing, some 
of the credits and loans have been made too recently to have produced tangible 
results. And, except in a few instances and those mostly in Latin America, 
these grants and loans were intended to replace obsolete with modern finishing 
mill equipment. However, because this aid made it possible for the several 
recipients to obtain finishing equipment wtihout having to pay for it wtih local 
funds, it had the effect of making more money available at local levels for iron 
and steel plant construction. Thus the result was more steelmaking capacity 
and increased production. 

Table A of the appendix shows the increase in steel production and capacity 
that has taken place since 1937 and 1940 (1937, a prewar year, and 1940, the 
beginning of United States financial assistance to foreign steel industries). 
This assistance played an important role in the tremendous growth of world 
steel capacity and production reflected in this table. These increased supplies 
at the local level stimulated the establishment and growth of new industries, 
increased employment, and contributed to raising the standard of living in 
the countries to which the aid went. 


TYPES OF AID 


United States Government aid 

Direct financial aid.—Financial assistance, direct and indirect, to foreign 
steel industries by the United States Government since 1940 has totaled $X866.- 
172,000. Of this, $700,882,000 was extended directly by agencies of the United 
States Government, while $165,290,000, based largely on the United States con- 
tribution, was rendered by the International Bank for Reconstruction and De- 
velopment (IBRD). The direct financial aid was of two kinds—grants and 
credits, with grants accounting for $245,706,000 of the total. These were out- 
right gifts, the direct repayment of which was not required. The credits (loans 
or guaranties), in the amount of $455,176,000, created specific obligations for 
repayment over a period of years, with interest. 

The grants were made by the Economic Cooperation Administration. It was 
created by Congress in 1948 to furnish material and financial assistance to 
nations participating in the European recovery program. Its three principal 
responsibilities were to promote industrial and agricultural production in par- 
licipating countries, to restore and maintain their currencies and their financial 
position, and to develop the international trade of these countries. Bilateral 
agreements bound participating countries to match the value of all grants with 
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deposits of local currencies. These were counterpart funds, a part of which 
was used to expand and diversify local steel production. 

Wiith the Korean emergency the Economic Cooperation Administration became 
the Mutual Security Agency and the pattern of its operations shifted to include 
military aid. In 1953 these and other aid programs including point 4 were 
consolidated in the Foreign Operations Administration. The latest reorgani- 
zation—in 1955—converted the FOA into the International Cooperation Admin- 
istration, a semiautonomous agency within the State Department. 

The credits were extended by the Export-Import Bank. It had been set up 
in 1934, under the National Industrial Recovery Act, to promote the recovery 
of United States foreign trade. It could both make loans and guarantee the 
payment of loans niade by private banks. In 1940, with an increase in lending 
authority, it became a significant instrument in furthering the economic policies 
of the United States in the Western Hemisphere. In 1945, after another increase 
in lending authority, the bank was authorized to participate in the reconstruction 
of Europe and to make loans for this purpose. Since its establishment in 1934 
the bank, under its expanding authority, has extended over $7 billion in credits 
to foreign countries for specific purposes and with reasonable assurance of 
repayment. 

The financial assistance given steel industries followed a broad geographic 
pattern. The grants were made to the steel industries of Europe. The credits 
were granted principally to countries of Latin America, although some European 
countries were also assisted in this manner. 

The grants were made as part of the European recovery program—popularly 
known as the Marshall plan. The pattern of the aid for steel plant moderniza- 
tion, expansion, and construction was generally set by the recipient country and 
procurement of the necessary machinery, supplies, and equipment was on a 
worldwide basis. Practically, however, most of the steel plant equipment supplied 
to Europe was of United States origin since, in the earlier stages of the program, 
little modern equipment was available from any other source. 

The credits were extended by the Export-Import Bank as part of the broad 
program of economic assistance and development instituted in 1940 to lessen the 
impact of World War II on noncombatant countries particularly in Latin 
America. These credits were made to individual steel or iron ore producing com- 
panies and carried the requirement that all proceeds be expended in the United 
States—for machinery, equipment, and technical assistance. 

The bank’s program has been a financial success. A number of the loans have 
been repaid in full with interest while the principal of others has been substan- 
tially reduced. Of the $455,176.,000 authorized, $303,658,000 has been disbursed 
and $67,320,000 has been repaid. Much of this success is due to the effectiveness 
of the Export-Import Bank's loan procedures and to the care with which all loan 
applications have been screened both for their technical and economic soundness. 

Indirect financial aid.—Iin addition to the direct financial aid extended in the 
form of grants and credits, the United States is an active although an indirect 
participant in the program of the International Bank for Reconstruction and 
Development to facilitate economic development abroad. This bank has loaned 
$2.7 billion since its establishment in 1946 of which $165,290,000 has been for the 
purchase of steel-plant equipment and construction. The operations of the IBRD 
broadly parallel those of the Export-Import Bank, but the government of the 
country to which a loan is made is required to guarantee repayment of that loan. 
Further, the Export-Import Bank requires that expenditures for goods and serv- 
ices be made in the United States while no such requirement is made by the 
IBRD. 

The International Bank for Reconstruction and Development—the World 
sank—was organized in 1946 to make available investment capital to member 
countries with which to expand and stabilize their economies and for use in 
economic reconstruction and development. Fifty-eight governments are now 
members of the bank and they have subscribed a total of $9,059 million to its 
capitalization. The United States share of this total is $3.175 million or 35 
percent of which it has paid in $635 million. The bank has made loans totaling 
$2.720 million in its 10 years of operation. 

The following tabulatien summarizes the financial assistance to foreign steel 
industries by country and by agency for the period 1940 to mid-1956. Further 
details concerning the 39 credits and the 31 grants made by the United States 
Government and the 11 loans made by the IBRD for this purpose are shown in 

able B of the appendix. (See table B, p. 84.) 
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TABLE II.—Summary of credits, grants, and loans to foreign steel industries, 
1940-56 


{Thousands of dollars] 





| | | 
m . ye 7 
Total direct} Total in- | 
EIB ECA | U. 8. Gov-| direct aid Total aid 
| eredits! | grants! | ernment | (BRD 
| aid joans)! 
” - 2 deambaeneien —— pepere hea tentansiegedeeondlguedt 

Argentina . | $60, 000 |___- | $60, 000 | ist $60, 000 
Brazil | 132, 806 | sl ch lini in | 132, 806 | ee eoork 132, 806 
Chile a 62, 700 | 62, 700 | | 62, 700 
Mexico : 50,617 |__.- 50, 617 | 50, 617 
Other Latin America a 4,975 eto | 4, 975 | an 4, 975 
Total Latin America. - 311, 098 | 311, 098 | 311, 098 
Austria 3 $26, 698 26, 698 |_. | 26, 698 
Belgium | 13, 655 | 13, 655 $12, 100 | 25, 755 
France... 82, 968 | 82, 968 | 18, 000 | 100, 968 
Italy 23, 258 54, 456 77, 741 pe ag 77, 741 
Netherlands 23, 500 | 90;000 4.4. us | 23, 500 
United Kingdom 30, 313 30, 313 |... 30, 313 
Eur pean Coal and Steel Community 2 100, 000 2100, 000 |___- | 2 100, 000 
Other Europe — — 11, 093 14, 116 25, 209 14, 790 | 39, 999 
- | of noes - — 
Total Europe 134, 378 245,706 | 380,084 | 44, 890 | 424, 974 
India 106, 500 106, 500 
Other countries . 9, 700 9, 700 | 13, 900 | 23, 600 
Total all countries aoe ae 455, 176 245, 706 700, 882 | 165, 290 | 866, 172 
! EIB=Export-Import Bank; ECA=Economic Cooperation Administration and successor agencies; 

IBRD=International Bank for Reconstruction and Development (World Bank) 
These were Foreign Operations Administration funds; the Export-Import Bank is the agency admin- 


istering the loan. 


Private investment and technical assistance abroad 

While the American iron and steel industry has not invested in iron and 
steel making plants abroad, it is estimated that close to $1 billion has been 
invested to develop iron ore mining and related facilities in foreign countries. 
In most of these instances the primary purpose was to provide additional 
supplies of high-grade iron ore to United States consumers and only secondarily 
to offer it for sale to foreign users. This is true of the investments made in 
Venezuela, Chile, Canada, Brazil, and Liberia. And it is also true that these 
investments conferred many benefits at the local level, through the payment 
of royalties and other fees to the national governments, through providing in- 
creased employment, and through improving the living standards of local 
employees. 

These investments have paid off in the large tonnages of ore reaching the 
United States from overseas and for the year 1955 are summarized as follows: 


TaBLeE III.—United States imports of iron ore—1955, by country and quantity 


Net tons 


NN istics oie alos el i acs siete tees elannaetees 7, 991, 188 
Oe ha hk iil Sk Ls Site eh ell dh al beet lalate hed ie 1, 740, 593 
RT a Oia. dein tb eedean decal ed tat ccdauieohelsnanhent sich waft lubite doghtide nalts ested cee: oh ba ae 1, 196, 769 
RIE fac cask Sete tated is nto ha he reine shall al ca thik seis lot eligh ape dep tacit Aba 1, 039, 345 
CG ko wssat oat ada ete cle edd en ball Solchtal aoe igual tip eh cee ee 11, 298, 425 
Ee amie cdeedb eo ete ek ics es eo Lice dace aepe tito dice eke tete nobel 1, 120, 544 
COR SN ant ee ee bible cae tae aes 1, 903, 767 

Tn he head a eh es act bn elds gnats lati a thee oh lad caries ole oad 26, 285, 6311 


In addition to the above, substantial technical assistance has been extended 
foreign steel industries directly by the American iron and steel industry. 
Without the counsel and advice of the industry it is questionable if recovery 
abroad would have been either as swift or as complete. Neither would there 
have been any assurance that the most efficient use possible under local condi- 
tions could have been made of the steel mill equipment provided by dollar 
assistance. 
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The following is but a partial account of the private point 4 program under- 
written by the industry to assist its counterparts abroad: 

It made the basic study and recommendations leading to the establishment 
of the national steel plant in Brazil at Volta Redonda. 

It furnished the talent, upon request of the Army authorities in 1948, to de- 
vise ways and means of increasing steel production in the British and American 
Zones in Western Germany as quickly as possible to the maximum allowed by 
the occupying powers. 

It furnished the personnel for a task force on the Humphrey Committee, ” 
which stopped further dismantlement of the steel industry in Germany. The 
implementation of the recommendations of the Humphrey Committee marked 
the end of German economic despair, and started Western Germany on her 
phenomenal economic recovery. 

It has furnished, upon request, many men on a loan basis to governmental 
agencies and missions throughout the world. 

It has trained in its mills key operating personnel from many countries in the 
art of running the modern steel mill equipment purchased in this country. 

It has assisted in the design of new facilities and provided supervision in the 
initial breaking-in operations of such new planis. 

It has given generously of technical advice and assistance to hundreds of 
visitors and technicians all over the world. 

It has shared with foreign steel companies, under private contract, its tech- 
niques, production processes and know-how. 


FUTURE PROSPECTS 


It has been expected at the inception of the several programs of direct finan- 
cial assistance to foreign steel industries that the major benefits would take 
place at the local level. However, it soon became apparent that the scope and 
plan of the whole program would have to be reoriented to take into account the 
high and rising level of world demand. 

There had been but little expansion of ingot capacity or replacement of over- 
age finishing equipment except in the United States and Russia during the 
decades between World Wars I and II. Meanwhile, world demand for steel had 
been rising. Shortages experienced during the war years added to the pressure. 
To meet it the steel part of the European recovery program in particular was 
expanded beyond its original modernization at prewar levels concept. But even 


with this broader concept, and despite the worldwide increase in steel capacity - 


that has taken place since World War II, demand continues to exceed supply. 

Not only has the rise in free world demand been sharper than anticipated, it 
gives no indication of an early tapering off. Investment in capital goods and the 
facilities for their production has been at high levels. There is the almost 
universal and in some instances sharply expanded demand for consumer durable 
goods. And, in addition, there is the pressure from underdeveloped countries to 
introduce a rising measure of industralization and to better the living standards 
of their populations. 

Some measure of the increase—past and future—in world steel production is 
indicated in table A of the appendix. These data show free world ingot produc- 
tion to have increased 87.1 percent from 1937 to 1955. And a further increase 
of some 50 million net tons by 1960 is projected—a 20 percent expansion over 
1956. 

This proposed additional capacity and the maintenance and replacement of 
existing equipment in this period of rising costs poses a difficult problem in 
financing. Some of these capital requirements can be financed locally, especially 
in those countries in which steel mill equipment is manufactured. But many 
countries building new or expanding existing steel mills will have to import some 
or all of the equipment needed creating a problem of exchange and of financing 
the high capital costs. In any case there will be heavy drain on available local 
capital and this suggests the likelihood of a continuing demand for long-term 
international financing. 





7 Committee appointed by Paul Hoffman, Administrator of ECA, under the Foreign 
Assistance Act of 1948, to review removal of capital equipment from Germany as 
reparations. 
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REGIONAL AND COUNTRY INFORMATION 

Latin America 

Steel production in Latin America totaled 300,000 tons in 1940 and by 1955 had 
reached 2,754,000 tons, an eightfold increase. The availability of credits with 
which to buy steel plant equipment and to pay for the know-how of skilled 
technicians from the United States more than any other factor brought about 
the general acceleration of steel plant construction. 

Since 1940 a total of $311,098,000 in credits have been authorized ; $284,107,000 


. for steel plant construction and $26,991,000 for the expansion of iron ore pro- 


duction in Latin America. To date only $174,820,000 has been disbursed aaginst 
these credits of which $46,643,000 (26.7 percent) has been repaid. 

United States financial assistance has been received by companies accounting 
for two-thirds of the capacity of the steel industry of Latin America. It must 
be realized that United States credits represented only a part of the cost of this 
expanded capacity. And the benefits derived from these credits did not stop with 
the acquisition and installation of the equipment they represented. The very 
fact that they had been available stimulated private investment in the steel 
industry of Latin America. The French have designed and financed the erection 
of integrated steel plants in Colombia and Peru, the latter still under construc- 
tion. German financed plants are being built in Brazil, while other European 
as well as local money has been used to expand long-established, privately owned 
plants in that country. Since steel demand continues to outstrip production, 
making imports in volume necessary, expansion of the steel industry in Latin 
America is sure to continue. 

The growth of steelmaking capacity in Latin America and the participation of 
the United States in this expansion is outlined in the following table: 


TABLE I1V.—The capacity of Latin American steel plants identifying capacity 
built or expanded with the aid of credits extended by the United States 


[Thousands of net tons] 


1956 ca- 1969 ca- 
1940 ca- pacity pacity 
pacity Total of plants Total of plants 
total ! receiving receiving 
United United 
States aid 2 States aid 2 
| ee eta ace adie a 200 260 0 1, 250 1, 000.0 
GE. Xess bce ueuid kbd sudbdacdbicecdacut 220 | 1,490 1, 116.0 2, 500 1, 664.0 
RE nos ain ay aeeh icone audenaaoa 50 | 440 | 397.0 440 397.0 
a ae Nal (3) 220 | 0 275 0 
MO oS oe eer et 200 | 1, 268 831.0 2, 085 1, 483.0 
MRE: ME. Sb tigk AA Mt 3 5a SR __| (3) | 10 | 0 65 | 0 
I i ita a hee ta .| 20 20 0 50 | 0 
I ca (3) | 20 0 465 | 0 
Total: | | 
DOR: dos aesiva eee MeseR cal 690 | 3,728 | 2,344.0 7, 130 | 4, 594.0 
PO incctih dledikestcacemsmtibsdivdenach Peart wee 7 OB Bid littae~sdand 64.4 





! Estimated. 

. abee oe credits represent only part of the cost and, therefore, only part of the ingot capacity of the 
plants aided. 
3 Negative. 


Argentina.—On March 10, 1955, the Export-Import Bank established a credit 
of $60 million on behalf of the Societa Mixta Siderurgica Argentina to assist that 
Government-controlled corporation in erecting an integrated steelworks at San 
Nicolas on the Parana River between Buenos Aires and Rosario. This is the 
first loan made to Argentina by the United States for such a purpose. The total 
cost of the projected plant will be $250 million, of which about $100 million repre- 
sents the cost of equipment and engineering services from the United States. 
The remainder exclusive of the $9 million already spent to buy a strip mill origi- 
nally built for Czechoslovakia,® will be spent for furnaces and other equipment 
of European manufacture and/or used to defray the cost of erecting the mill 
proper. The 260,000-ton $5 million byproduct coke oven plant, for example, has 


been ordered from Germany. 


* This strip mill was built shortly after World War II for delivery to Czechoslovakia. 
Changed political conditions made this impracticable. The undelivered mill was seized by 
the United States Government and, after some years, was sold to Argentina. 


96530—57—pt. 1——-6 
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Facilities to be installed will also include a blast furnace department with an 
annual capacity of 568,000 tons of pig iron, open-hearth furnaces with a combined 
annual capacity of 648,000 tons, appropriate blooming and billet mills, a rail 
and structural mill, and finishing mills for rolling plate, sheets, strip and for 
producing tinplate. 

Completion of this project and the proposed expansion of existing privately 
owned iron and steel plants will, by 1960, give Argentina capacity to produce 
1,100,000 net tons of pig iron, 1,250,000 tons of ingots, and 1,323,000 tons of fin- 
ished steel mill products. Total capacity of existing plants includes 44,000 tons 
of pig iron, 259,000 tons of ingots, and 895,000 tons of finished products. 

Except for a limited tonnage of scrap of local origin and a very limited tonnage 
of pig iron being made in the charcoal blast furnaces at Zapla all principal raw 
materials consumed by the Argentine iron and steel industry are imported. 
Present expansion plans call for the continuance of this dependence on imported 
raw materials, since Argentina has no developed sources of iron ore or suitable 
coal. 

Brazil._—Twelve credits in the total amount of $132,806,000 have been extended 
Brazilian steel plants or iron ore producers since the program of economic assist- 
ance got underway in mid-1940. ‘The largest share, $105 million, is being used in 
building the Volta Redonda plant of the Cia. Siderurgica Nacional, S. A. Three 
other smaller steel plants were advanced credits totaling $2,915,000 to enable 
them to buy and install American equipment. ‘The $24,891,000 remainder—a 
series of 6 credits—was for iron ore production. 

The Government-controlled plant of the Cia. Siderurgica Nacional, S. A., was 
built and largely equipped on the basis of the $70 million in credits authorized or 
guaranteed by the Export-Import Bank. It was the first steel plant to receive 
direct financial help from the United States Government. It is an integrated 
installation with capacity to produce 807,000 net tons of ingots annually. An 
additional credit of $35 million set up as recently as February 13, 1956, will con- 
tribute to expanding the capacity of this plant to 1,100,000 tons over the next 
several years. 

However, credits extended by the United States did more than expand 
Brazilian production. They stimulated the modernization and expansion of 
existing mills and the erection of new steel plants with Brazilian and European 
capital. 

The Brazilian steel industry is the largest in Latin America and is growing 
rapidly. In 1940 Brazilian steel production totaled 156,000 tons. In 1955 pro- 
duction reached 1,225,000 tons, a sevenfold increase. If present plans are 
realized, production will neariy double by 1960 to 2,500,000 tons. 

Backing up Brazil’s expanding steel industry is the rapidly growing local 
market for steel-mill products and vast iron-ore reserves that are among the 
world’s largest. The Itabira deposits alone have been estimated to contain up- 
ward of 15 billion tons of ores of 60 percent or more iron content. In addi- 
tion, there are the extensive but undeveloped and geographically more remote 
Urucum deposits. Brazilian steel is made from Itabira ore. Srazil is also 
rich in manganese, but lacks coking coal, a circumstance which caused the 
industry to employ charcoal in its blast furnaces. Today, Brazil’s Santa 
Catarina coal is brought up to Volta Redonda and other blast-furnace installa- 
tions and is mixed with imported coal before being charged to local coke ovens. 

Chile—Financial assistance totaling $62,700,000 to 2 Chilean firms has made 
possible the erection of a modern, integrated steel plant and the relocation and 
expansion of a second, smaller plant specializing in the production of ferroalloys. 

The integrated plant of the Cia, de Acero del Pacifico at Huachipato is com- 
prised of 70 coke ovens, a blast furnace, 3 open hearths, 2 Bessemer converters, 
a blooming mill, a billet mill, a merchant bar and rod mill, mills to roll light 
plate, sheets, and strip, and a Yoder pipe mill. Ingot capacity is calculated at 
440,000 net tons. The most recent of the 4 credits extended this company— 
$3,550,000—will defray 80 percent of the cost of a new reversing hot strip mill 
which will replace a secondhand mill purchased and installed several years 
ago when new equipment could not be had readily from this country. 

Chile’s 46-year history of iron and steel production is marked by 2 especially 
significant dates—1910, when a small charcoal blast furnace was lighted at 
Corral, and 1950, when all units of the new, integrated steel plant at Huachipato 
came into operation. In the 40-year interim, pig-iron production was both 
sporadic and limited and the annual output of finished products from remelted 
scrap seldom topped 30,000 tons. Huachipato’s entry into the field changed 
all this. By 1954, pig-iron production reached 336,400 tons, crude-steel output 
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totaled 353,800 tons, and the combination of new and old rolling mills turned 
out an estimated 260,000 tons of finished products. 

Chile’s current annual requirement for iron and steel mill products is esti- 
mated at 300,000 tons. Huachipato was intended to satisfy the bulk of this 
requirement with a substantial margin for export. Imports—of rails, heavy 
sections and other products not made in Chile—are expected to total about 
75,000 tons, leaving for Huachipato and 2 small rerolling mills a local market 
of about 225,000 tons. Huachipato’s share would be about 190,000 tons. Thus 
capacity or near-capacity operation requires that upward of 75,000 tons of 
finished products be exported annually. 

Local reserves of coal and of iron and manganese ores are more than ample 
to support Chile’s modern steel industry. In fact, Chile annually exports sub- 
stantial quantities of all three. 

Mewico.—The expansion of Mexico’s long-established and rapidly growing steel 
industry has been financed in part through credits by the United States Govern- 
ment. To date, these credits total $50,617,000, the most recent credit, in the 
amount of $26 million, having been authorized as recently as July 1, 1956. 

Unlike Brazil and Chile, where most of the aid extended was used to help set 
up new, integrated plants, all of the credits granted Mexico were to established 
concerns to assist them to expand and modernize their facilities and to diversify 
their output. The oldest, the Cia. Fundadora de Fierro y Acero de Mexico, 8. A., 
recipient of the $26 million credit mentioned above, is celebrating its 50th anni- 
versary. 

The Mexican steel industry is the oldest and second largest steel industry in 
Latin America. Four of the five major mills have been granted credits by the 
United States. The industry’s present capacity is 1,268,000 net tons, and this is 
to be increased to 2,085,000 tons by about 1960 if present plans are consummated. 

The plant proposed for erection on or near the west coast of Mexico—probably 
in or near Manzanillo in the State of Colima—is to have a capacity of 165,000 
tons of ingots and 75,000 tons of relled products. In addition to pig iron, the 
plant’s 700-ton-a-day blast furnace is scheduled to produce 20,000 tons of ferro- 
manganese annually. The plant will be erected by the Cia. Impulsora de In- 
dustrias Basicas, S. A., with the French Credit Lyonnais providing $23,500,000 
of its $28 million capitalization. 

There would appear to be ample high-grade iron ore in Mexico to support a 
steel industry several times the size of that planned for 1960. However, only a 
few of the known deposits are being worked at this time, and there is but seanty 
information to be had on the size of the others and the quality of the ore each 
contains. 

The production of steel in Mexico has long been limited by the availability of 
coke. The problem has been one of transport rather than supply, since the col- 
lective capacity of Mexican coke ovens has been adequate to satisfy loeal re- 
quirements with some tonnage to spare. The recent modernization of the coke 
ovens at Nueva Rosita (Coahuila) has further increased the supply. Taken 
together with the output of the new 530,000-ton (Mexican) Government-owned, 
byproduct coke plant of the Cia. Mexicana de Coque y Derivados 8. A. de CV at 
Monclova, there should be more than enough coke available for the present 
industry, and, possibly, for the expanded 1960 industry if transportation is 
available. 

Scrap is a problem. Only limited quantities of local scrap are available, so 
that Mexico must import the greater part of her requirements—chiefly from the 
United States. 

Peru.—Peru’s new 65,000-ton, integrated steel plant. French designed and 
financed, is located at Chimbote. Only the sheet mill was in operation by mid- 
1956, with the blast and steel furnace departments scheduled to beign operation 
early in 1957. Local reserves of both iron ore and coal appear ample to sustain 
this plant. 

United States financial assistance to Peru in the iron and steel field has thus 
far been limited to the Marcona Mining Co., a principal producer and exporter 
of iron ore—a credit of $2,500,000. 

Uruguay.—There is no basic steel industry in Uruguay. On February 25, 
1954, the Export-Import Bank established a credit of $2,475,000 on behalf of 
Cia. Siderurgica del Uruguay, 8. A., to modernize and expand inoperative facili- 
ties consisting of 1 small, open-hearth furnace and a wire drawing and galva- 
nizing plant. It was to have been used, along with $900,000 cash and a credit 
of $1,125,000 advanced by the equipment makers themselves, to provide $4,500,- 
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000 worth of new American equipment. The principal item to have been in- 
stalled was a merchant bar and rod mill with capacity, under 2-shift operation, 
to make 60,000 tons of reinforcing bars, bar-sized shapes, and wire rods annually. 
However, circumstances arose which prevented consummation of this plan and, 
although the original loan commitment has been extended, there is no present 
indication when or whether the project will be carried through. 

If the plan is ever carried out, lack of local reserves of iron ore and coal would 
make it necessary to remelt local and imported scrap and roll imported, semi- 
finished steel. 


Western Europe 

The extension of financial assistance to the steel industry of Western Europe 
began as part of the European recovery program. It was comprised principally 
of grants, but included credits and loans as well. In all, $424,974,000 in finan- 
cial assistance has been made available to this industry including (1) grants 
totaling $245,706,000 given to steel companies in 10 countries, (2) credits in the 
sum of $134,378,000 granted to plants in 3 countries and the ECSC, and (3) loans 
aggregating $44,890,000 made by the International Bank for Reconstruction and 
Development to build or expand plants in 4 countries. Several countries received 
financial assistance of more than one type under these programs. 

This assistance had one basic purpose—the modernization of the European 
steel industry. The financial aid extended by the United States made it possible 
for these companies and industries to obtain steel-plant machinery and equip- 
ment from this country at a time when they lacked foreign exchange with which 
to buy it. This aid had the further result of freeing additional funds at local 
levels for expenditure in steel-plant modernization and expansion. 

Most of the proceeds of this financial assistance was spent in the United 
States, not because it was always required, but because the machinery and 
equipment sought—principally continuous mills, but including other finishing and 
breakdown mills, furnaces, and a variety of other equipment—was available 
from no other source at the time when these programs were underway. 

The choice of the machinery and equipment obtained through the assistance 
program, and particularly the grants, was left largely to the recipients. Con- 
vinced that the rapid growth and strong position of the United States steel 
industry was largely due to its extensive use of continuous rolling mills, these 
recipients concentrated on obtaining this type equipment. 

Some measure of the effectiveness of this aid in stimulating and expanding 
steel production in Europe can be had from table A of the appendix by com- 
paring production in 1937 with that in 1954 and 1955 and with the forecast of the 
steel-ingot capacity in prospect for 1960. 

Counterpart funds were also used extensively to modernize and expand 
the European steel industry. These were the sums which each participant 
in the European recovery program was required to set aside to match the dollar 
value of all of the direct grants it received under this program. There was, 
of course, no requirement that any fixed part be spent to develop any specific 
industry or segment of the local economy, although the approval of the United 
States had to be obtained before any were expanded. As a result of this pro- 
gram, substantial sums in local currencies were spent for steel plants and related 
facilities especially in the United Kingdom, West Germany, and Austria. 

Austria.—The prewar, million-ton Austrian steel industry, stripped of all 
its newer equipment by the Soviet Army, produced but 171,000 tons of ingots 
in 1945. The finishing mills that remained were old, even by European standards. 
Three grants totaling $26,698,000 made during 1949-50 by the Economic Coopera- 
tion Administration—about half the total cost of the projects involved—pro- 
vided the 2 principal steelmakers with new blooming and slabbing mills, a rail 
and structural mill, and hot and cold strip mills. Other locally financed 
expansion followed. By 1955, Austrian steel production reached 2,013,000 tons 
of ingots. 

Belgium.—The Belgian steel industry came out of the war little damaged 
but with much overage and inefficient equipment. Aided by 2 grants from the 
Seonomic Cooperation Administration in the total sum of $13,655,000 and by 2 
loans from the IBRD aggregating $12,100,000, it embarked upon a program 
of modernization. The grants provided 2 hot and 2 cold strip mills; the loans 
a modern slabbing-blooming mill, part of a hot strip mill, a cold strip mill, and 
an electrolytic tinning line. Other modernization and expansion was undertaken 
with local funds. Belgian production in 1955—6,495,000 net tons of ingots— 
was 52 percent greater than in 1937. 
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France.—There had been little change in French steelmaking and finishing 
capacity between World WarsI and II. Thus, plant and equipment were old and, 
by modern standards, inefficient when the European recovery program offered 
its opportunity for modernization and expansion in 1947-48. In all, the French 
steel industry received 6 grants totaling $78,968,000, and the French iron ore 
mining industry one of $4 million in 1949-50. An IBRD loan of $18 million 
made at about the same time swelled the total to $100,968,000. The proceeds 
bought 3 blooming and blooming-slabbing mills, 2 plate mills, and 2 hot and 
3 cold strip mills as well as auxiliary equipment. The French, on their own 
part, undertook other work of expansion and modernization, and as a result 
French production in 1955 reached 13,880,000 net tons, nearly 60 percent above 
1937. 

Germany.—The West German steel industry suffered severe damage during 
World War II and lost equipment to the withdrawing Russian armies after the 
war. Furthermore, equipment deteriorated during the postwar period because 
of uncertainty over the future of the industry. Once this was resolved, the 
industry undertook a program of reconstruction, modernization, and expansion 
on its own with equipment, for the most part, of local manufacture. The only 
direct financial assistance extended the industry by the United States was the 
$10 million credit authorized by the Export-Import Bank on July 16, 1956, 
in favor of the firm August Thyssen-Huette, A. G. to finance the purchase of 
United States-produced steel-mill equipment. 

West German steel-ingot production totaled 23,519,000 net tons in 1955, 37 
percent above 1937. 

[taly.—Direct financial assistance in the sum of $77,741,000 including $54,456,- 
000 in grants and $23,285,000 in export-import credits has contributed to the 
expansion of the Italian steel industry to about 2% times its prewar size. Of 
these amounts companies controlled by the Italian Government received $53,114,- 
000 in direct assistance—$32,829,000 in grants and $20,285,000 in credits. Both 
were used to buy rolling mills—hot and cold strip mills, a merchant bar and rod 
mill, and a billet mill—as well as heating furnaces and equipment and parts 
for soaking pits. 

Privatey owned companies received the $24,627,000 balance. The equipment 
thus financed included a plate mill, a cold strip mill, seamless tube making 
equipment, two electris furnaces and other auxiliary equipment. 

Italian production of steel ingots totaled 5,947,000 tons in 1955—2% times 
1937 output. Present plans call for raising Italian capacity to 7,715,000 tons 
by 1960. 

Lurembourg.—Although Luxembourg was a participant in the European re- 
covery program its steel industry received no direct financial assistance from 
the United States under that program or as economic aid from the Export- 
Import Bank. Luxembourg, however, did obtain a $12 million loan from the 
IBRD of which $7,500,000 was used to purchase hot and cold strip mills for 
installation by the country’s principal steel producer. Before World War II 
primarily a producer of semifinished steel and of the heavier steel mill products 
for export, Luxembourg has increased its production to 3,555,000 tons of ingots 
in 1955, more than 28 percent above prewar output, and has diversified its 
output of finished steel mill products. 

Vetherlands.—The Dutch steel industry had been set up between World Wars I 
and II originally as a producer of pig iron. In the thirties it had expanded 
into the steel fields on a modest scale and was in process of adding additional 
finishing equipment at the outbreak of the latter conflict. Much of this new 
equipment including some not yet installed was taken to Germany during the 
war so that the industry had largely to be rebuilt after 1945. Direct financial 


assistance from the United States consisted of grants totaling $23,500,000 which 
made possible the purchase of a slabbing-blooming mill, a semicontinuous hot 
Strip mill, a cold strip mill, and auxiliary equipment. The total cost of this 
project was $47,010,000. 

The Dutch steel industry produced 1,073,000 net tons of steel ingots in 1955 
compared with a prewar (1937) output of but 54,000 tons. 

Norway.—Sinece World War II the Norwegian Government has constructed 
an integrated steel plant at Mo-I-Rana adjacent to the Dunderland iron ores. 
This came into operation in 1955 and lifted national capacity to 330,000 net 
tons of ingots. Steel production in 1955 totaled 183,000 tons compared to output 
in 1937 of 77,000 tons. 
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United States financial assistance to Norway in this area was confined to a 
grant of $5,014,000 for use is developing Sydvaranger iron ores in extreme 
northeastern Norway. 

Portugal.—There is no primary steel industry in Portugal. However, there 
is some production of finished steel from imported semifinished material. The 
ECA grant of $990,000 was made to expand this production to include welded 
pipe and the proceeds of the grant went to equip such a mill at 8S. Joao de 
Madeira, south of Oporto. 

Spain.—In 1950 the Spanish Government began the construction of a new 
integrated steelworks at Aviles. Along with the expansion and modernization 
undertaken by privately owned plants, steel ingot production reached 1,325,000 
tons in 1955 compared to 1940 production of 886,000 tons. 

United States direct financial assistance to the Spanish industry has totaled 
$8,205,000 including $7,112,000 in grants and $1,093,000 in credits. The sum of 
$3,100,000 was used to build 1 of 2 1,000-ton blast furnaces at the new Aviles 
plant. The rest went into cold rolling and supplementary equipment in privately 
owned plants. 

Turkey.—There is but one integrated steel plant in Turkey—the Karabuk 
Iron and Steel Works. Iron ore for this plant comes from the Dvirigi iron ore 
mines. The ECA granted these mines $1 million for development and expansion, 
but made no grants to the steelworks proper. The latter, which had made 41,300 
net tons of ingots in 1940, its first year of operation, produced 217,000 tons in 
1955. 

United Kingdom.—Since World War II about $1.4 billion has been spent 
to expand and modernize the British steel industry. Of this $30,318,000 was in 
the form of grants made by the ECA during 1949 and 1950. Most of these 
grants—$27 million—went toward the purchase of hot and cold strip mills for 
the new, integrated plant of the Steel Company of Wales at Margam, the 
largest single project in the British steelworks development program. The 
balance provided tube finishing mills at another steelworks and designs and 
engineering services on a continuous billet mill for a third company. 

British steel production, second only to Germany in Western Europe, totaled 
22,165,000 net tons in 1955 or two-thirds more than the 14,542,000 tons of ingots 
made in 1937. 

Yugoslavia.—No direct financial assistance has been extended the 965,000-ton 
Yugoslav steel industry by the United States Government. However, the IBRD 
loaned Yugoslavia $28 million in European currencies in 1951 and $7,290,000 of 
this was spent to expand pipe and iron ore production. 

Steel ingot production in Yugoslavia in 1955—888,000 net tons—was nearly 5 
times that of 1937. Further increases are probable since it is planned to expand 
capacity an additional 465,000 tons by 1960. 

European Coal and Steel Community.—In April 1954 the United States Gov- 
ernment loaned the European Coal and Steel Community $100 million with which 
to make low-interest, long-term loans to member enterprises so that they might 
expand their output of coal and iron ore. The entire sum has been allocated 
for this purpose. About $46 million is being used to construct and modernize 
power stations at pitheads to make more economical use of low-grade coal; $35 
million has been spent to increase the efficiency of coal and coke production, 
while the nearly $19 million remainder has gone to improve iron ore mining. 

Receipt of this loan from the United States facilitated raising the necessary 
additional investment funds in the European capital market to finance the 
$370 million total cost of the coal and iron ore development planned. It also 
contributed to raising funds for the High Authority’s $25 million program of 
loans for the construction of miners’ housing. 

This loan does not include or reflect the aid given directly to the individual 
countries of the community—Western Germany, France, Italy, Belgium, Luxem- 
bourg, and the Netherlands—in 1949—50. 


Other countries receiving financial aid 


The steel and iron ore industries of five other countries have also benefited 
from foreign financial assistance in which the United States had a part. The 
countries are 





~~ 


Australtia.—The 2,535,000 ingot ton Australian steel industry has received no 
direct financial assistance from the United States. It did benefit, however, to 
the extent of $6 million from a $100 million loan made to Australia by the 
IBRD in August 1950. The Broken Hill Proprietary Co., Ltd., Australia’s only 
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integrated steel plant, used these funds to finance a hot and cold strip mill 
and a skelp mill. 

Canada.—An Export-Import Bank credit of $5,700,000 made December 1, 1948, 
helped develop Canada’s Steep Rock Lake iron ores. The entire credit has 
since been repaid with interest. Production of Steep Rock ore in 1948, an off 
year, had amounted to only 768,751 net tons. In 1955 it was 2,537,422 tons. 

India.—There has been no direct financial assistance from the United States. 
However, the International Bank for Reconstruction and Development has made 
two loans to India for steel plant development—both to private Indian companies. 
The first of these, in the amount of $31,500,000, was made to help the Indian 
Iron & Steel Co. expand its finished capacity from 350,000 to 700,000 tons and 
its output of pig iron for sale to foundries from 160,000 to 400,000 tons. The 
second loan, announced as recently as June 1956, was for $75 million and is 
intended to defray part of the cost of the $130 million expansion program of the 
Tata Iron & Steel Co. Included in this program is the construction of a new 
battery of coke ovens, a new blast furnace, two open-hearth furnaces, a con- 
verter, a blooming mill, a sheet bar and billet mill, and a medium and a light 
structural mill. 

It is planned by the Indian Government that national capacity for steel pro- 
duction wiil total 6,720,000 net tons by 1960. Of this total the Tata Co. will 
have 2,240,000 tons and the Indian Iron & Steel Co. and 3 other plants cur- 
rently being built by British, German, and Russian groups, respectively, 1,120,000 
tons capacity each. 

Japan.—Although the Japanese steel industry has received no direct financial 
assistance from the United States two principal companies have benefited from 
loans made by the IBRD. The first, made in November 1955 provided Yawata 
Iron & Steel Co., Japan’s largest, with $5,300,000 for the purchase of a new, 
modern plate mill to replace three outdated mills. The second, part of a larger 
loan, gave the Nippon Steel Tube Co. $2,600,000 for the modernization of its 
tube-making facilities. 

The modernized and expanded Japanese steel industry made a record 10,370,000 
net tons of ingots and casting in 1955—2 million tons over the wartime peak 
of 8,435,000 tons, Estimates of the Japanese Government put 1960 require- 
ments—domestie and export—at 13,225,000 tons. 

Liberia.—Development of the high-grade iron ores of the Bomi Hills of 
Liberia has been facilitated by an Export-Import Bank credit of $4 million. 
Work undertaken with the assistance of this credit includes the building of a 
45-mile-long railway from the mines to Monrovia and the construction of ore- 
handling and storage facilities at that port. Liberian iron ore production 
totaled 2,094,000 net tons and the United States imports of this ore 1,039,000 
tons in 1955. 
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Mr. Brown. Mr. Chairman, may I say something? 

The Cuarrman. Mr. Brown. 

Mr. Brown. Could I make this observation, for whatever validity 
it may have? 

We spend an awful lot of money in this country trying to assist 
smal] business in the procurement of Government contracts. Men in 
both Houses of the Congress have insisted for years that small busi- 
ness is entitled to a greater percentage of our defense contracts. Now 
it might well be that would apply to exports, too. If we are 
helping the European Defense Committee, it might be valid that this 
committee look into the small businesses getting its share of that 
business that the Government has helped cre: sate over there. 

The Cuarrman. I wonder if we may let the witness proceed and 
finish the information that we asked him to supply us and withhold 
any questions, unless it is just a question to clarify the issue. 

Mr. Newrrru. May I make just this point: I would like to make 
this point to Mr. McCulloch ; namely, I did not come here to complain, 
I was subpenaed. 

Mr. SureHan. Were you invited by the committee to come in first 
or were you given a direct subpena ? 

Mr. Newirru. I was invited first to come in and then give a 
subpena. 

Mr. SHeeHan. Didn’t you respond to the invitation ? 

The CuHamrMan. Well, we thought it best to subpena him, Mr. 
Sheehan. 

Mr. SHEEHAN. You mean at the chairman’s discretion ? 

The Cuarmman. Under the circumstances, yes, sir. You may pro- 
ceed Mr. Newirth. 

Mr. Newrrrn. All right, sir. Well, I stopped at—— 

Mr. Yates. You were with Mr. van den Berg. 

Mr. NewrrrnH. Well, he is already back in Holland and I went 
already to Brussels and I came back to Brussels and I made an offer 
to OCCF for two cargoes which were $30,000 per cargo below the 
terms of Luria. 

The OCCF in Brussels turned this offer down and said, “Well, we 
cannot buy the material.” 

I thereupon sent a telegram to the president, Mr. Bentz van den 
Berg; if I may quote the telegram—it is very short. 

The CuarrMan. Certainly. Go ahead. 

Mr. Newrrru (reading) : 

Referring Friday visit, submitted to your office Brussels offer two cargoes May, 
June, July shipment OCCF option but offer declined. Rejection offer incompre- 
hensible as price approximately $30,000 per cargo below Luria’s terms and con- 
sequently our offer extremely beneficial for European Steel Community. There- 
fore would appreciate your reconsideration. 

Now here I make an offer and show those people how they can save 
not only by buying from us but also by buying from other scrap metal 
dealers with the same terms. I showed them they were being saved 
at least $6 million a year and this offer was turned down. 

I confirmed this telegram to Mr. Bentz van den Berg with a state- 
ment going into details again. No answer. 

Mr. Sueenman. Mr. Chairman, will the gentlemen yield at this 
point ? 

The Cuarrman. All right. 
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Mr. Sueenan. It seems to me, from what I have heard here about 
5 or 6 different times in the last 10 minutes, you make reference to this 
$30,000 cargo savings; is that right ? 

Mr. Newirru. That is right. 

Mr. SuHeeHan. You seem to be concerned about this operation be- 

cause they are not taking your lower bid; isn’t that right ? 

Mr. Newirru. We find, notwithstanding the fact our price is 
cheaper, the people still refuse to buy from us, so we feel something 
is wrong and we want to get to the bottom of it. 

Mr. Sueenan. That is a good thought and I would like to pursue 
it further with this thought : In your operations, had your company 
ever bought merchandise at a higher price from one company when 
you could have bought it cheaper from someone else ¢ 

Mr. Newirru. I personally cannot talk about the entire company, 
which is an organization of about 500 people, but, personally, if I pay 
aman a higher price than someone else, I either throw away money or 
Tam drunk. 

Mr. Sueenan. I won’t agree with the gentleman there. I am in 
business and frequently I buy supplies and L know everyone else does 
at a higher price sometimes and get it from someone else because of 
various factors—relationships, friendship, long business activity; you 
rely on the credibility and honesty of the man. There are many rea- 
sons why you don’t have to buy at the cheapest price; isn’t that right ? 

Mr. Newrrru. Sir, I am sorry to say 1 don’t agree with you be- 

vause if any of these factors you just mentioned would enter the 
picture, I would understand it, but there is no question of special 
friendship. Special friendship doesn’t enter into it there. The terms 
were the same and were far better than Luria. 

Mr. Saeenan. How long has this outfit done business with you 
before ¢ 

Mr. Newirrtru. Which outfit? 

Mr. Sueenan. That you are trying to sell. 

Mr. Newmrn. We began doing “business with them as soon as 
the monopolistic feature of the or iginal contract was broken. 

Mr. Sueruan. When was that? 

Mr. Newrrru. In 1955. 

Mr. Sueruan. How long has Luria Bros. been doing business with 
them ? 

Mr. Newrreru. Since 1954, when the monopolistic contract was 
made. 

Mr. Sueenan. May I say you are belaboring this matter, this $30,- 
000 savings. I don’t want to put you on the spot, but, did you ever 
attempt to buy an article from a relative—a suit or a piece of fur- 
niture—and then say to him I am going to buy it wholesale some 
other place. 

Mr. Newrrru. Yes, maybe once in awhile, but not all the cargoes. 

Mr. SHEEHAN. The pomt I am getting at, Mr. Chairman, is that 
the mere fact. this fellow isn’t getting ‘business even though he is 
$30,000 cheaper is not a matter we have » to be worried about here. 

The Cuatrman. I think the point where it is material is that it 
shows there must be some monopolistic arrangement not to take advan- 
tage of a saving like that of $6 million a year and it is possible that 
we will be interested particularly if it is our money which is being 
expended for the scrap. If it is our money, that makes a difference. 
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Mr. Yates. Mr. Chairman, should we get the witness to tell his story 
before we draw any conclusion ? 

The CuarrMan. I think we should. I urge the committee members, 
if you will, to desist from asking questions unless you feel it is im- 
portant at the time to clarify an issue. 

Mr. Hosmer. May I ask this, Mr. Chairman, that the witness then 
explain what his offer amounted to in quantity and continuity and 
other factors as compared to what his competitor’s amounted to be- 
cause you have to take that factor into consideration. 

Mr. Newrrtu. Yes, sir. I have a copy of the offer here, if you wish 
to see it. 

The Cuarrman. Do you have copies of the contract and other written 
information to substantiate your statements ¢ 

Mr. NewrrtnH. Yes, sir. 

Mr. Hosmer. Did you make the same offer of quantity as Luria 
Bros. placed ¢ 

Mr. NewrrtH. Quantitywise, no. 

Mr. Hosmer. You just wanted a part of that business ? 

Mr. Newrrtu. Just a part, a small part. 

Mr. Hosmer. And Luria Bros. offered to supply all of it; is that 
right ? 

Mr. Newrrtn. Supply about 85 to 90 percent. 

Mr. Hosmer. You wanted a piece of their offer ? 

Mr. Newrrru. Well, a piece of the entirety. We just wanted some 
business. 

Mr. Hosmer. In other words, you wanted a purchaser to break up 
his requirements into a lot of little contracts instead of one big one; 
is that right ? 

Mr. NewirtH. Well, actually, no. We wanted to get some business 
but whether we take it off the Luria percentage or other percentage 
didn’t make any difference to us. 

Mr. Sueenan. As long as they take it away from somebody else. 

Mr. Newrrtu. No; it isn’t that. It isn’t taking it away from any- 
one. 

The CuatrMan. Suppose we let the witness continue. 

Mr. Newirtu. It is very short. I will be through in 5 minutes here. 

On May 7, the meeting took place in Brussels by all of the chief 
delegates of the various countries. In the meantime I had spoken to 
some of the chief delegates, particularly a Mr. Taccone, who is the 
chief delegate, who I saw in Torino, Italy. I explained the case to 
him and he was in full accord that this case is not right and that he 
will give all the support possible to see to it that material is being 
bought from us. 

I also saw the French delegate and, unfortunately, I didn’t have 
enough time to see them all before the meeting. Before the meeting 
took place, I was advised by the OCCF that I should come up on the 
11th of May in order to be advised whether any business would be 
given to us. 

On May 11, I appeared before OCCF and they again refused to buy 
from us, from Newark. 

On the same day, I made a new offer for two cargoes per month. 

I visited the German chief delegate in Germany, who also had full 
understanding of the situation and also was of the opinion that the 
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Luria contract is a disadvantage to the community and that the other 
exporters would be in a position to supply material cheaper. 

On the 15th of May, I advised all chief delegates of the situation 
and knowing that a new meeting would be coming up on June 20, I 
gave them all the information pertaining to this case in ec 
that they will be discussing this case on June 20 at Baden-Baden, at 
which time the entire community delegates will be meeting again. 

Mr. McCuttocu. Now, Mr. Chairman, I would like to interrupt 
again, although I have interrupted you probably too much. 

Did any one of those delegates with whom you talked in private, 
and I presume in conference, tell you why although they thought it 
would be more advantageous for the Schuman committee or what- 
ne is to buy from you, that still the decision was not to buy from 

ou 
‘ Mr. Newrrrn. Well, it is a very long story. I will try to cut it 
short. Most of the chief delegates were not acquainted with the fact 
et. 

When the meeting took place on the 7th of May, Mr. Taccone, who 
is one of the most important members of the Committee delegates, 
and who is vice president of the Fiat in Torino, Italy, could not 
appear. 

I didn’t want to bother you with all these details, but since the 
matter came up, I feel I should give you the background of it. Mr. 
Taccone was not in a position to attend the meeting in Brussels. 
However, he advised he will instruct his representative to advise the 
delegates on the May 7 session to consider this case. He, furthermore, 
was to file a complaint that Luria was getting better terms than any- 
one else. 

When this meeting took place, it was our understanding that this 
man did not carry out instructions of the chief delegate. He merely 
got up and said, “Well, I understand that Mr. Taccone had a visit 
of two gentlemen from Associated Metals,” and the president of the 
OCCF said, “Well, I am familiar with this. We will answer them 
tomorrow.” 

The other delegates were not fully aware of the facts and that is 
the reason why I now acquainted all of them with the situation, show- 
ing to them where they can save $6 million to $10 million a year by 
handling this business on a more competitive basis and giving Luria 
no better terms than anyone else. 

Mr. McCutiocn. Yes. Now I want to repeat my question, Mr. 
Chairman. Up to this time has any delegate told you why the pur- 
chasers continue to buy from Luria Bros. although more advantageous 
purchases could be made from you? 

Mr. Newretu. No, sir. I only had the chance to see one chief 
delegate, Mr. Taccone, and the French delegate, whom I saw 5 minutes 
before the meeting. 

ae. McCuttocw. Do you know where we could get that informa- 
tion ? 

Mr. Newirtn. I suppose this entire question will be coming up 
again on June 20. 

The Cuairman. Judge, may I urge you to let him finish his story 
= then if we need any other witnesses, I assure you we will have 
them. 


96530—57—pt. 1——7 











94 IRON AND STEEL SCRAP 


Mr. McCutiocn. Mr. Chairman, I beg your pardon. 

Mr. Yates. One question. Did anybody in OCCF, other than 
the delegates, tell you? 

Mr. Newrrrn. Pardon ¢ 

Mr. Yares. In response to the question the judge asked you, you 
said that you had received no information from any delegate as to why 
this arr angement persisted. Did you receive such information from 
anybody w sho was an agent ora part of OCCF ¢ 

Mr. Newirtu. Yes. In fact, I got the information from two direct 
sources who are practically in charge of purchases and they said they 
cannot buy from us, from Port Newark. 

Mr. Yates. Two directors of the OCCF ? 

Mr. Newirrrn. OCCF—the men actually in charge, but who are 
under the jurisdiction of the president and cannot carry out any order 
or any purchases without having the approval of the president. 

Mr. Yates. Who are these people / 

Mr. Newrrtu. A Director Maschioli and Director Voight. 

Mr. Yates. When did they tell you this? 

Mr. Newirru. They told me this all along—during all of the visits 
I made down there. 

Mr. Yares. So that in your previous testimony, when you have indi- 
cated that you were talking to these people at certain times, you were 
talking to these two people at those times ? 

Mr. Newiern. That is right. 

Mr. Yates. What did they tell you? 

Mr. Newirru. They told us, well, it is up to the president ; that we, 
personally, would like to buy from others but the policy is being m: ade 
by the president. 

Mr. Yates. The president is who? 

Mr. NewrrtH. Mr. van den Berg. 

Mr. McCuuxiocnu. I am glad you asked that question. This may be 
repetitious, but did the president ever tell you why he decided to buy 
this metal from some other company on less advantageous terms than 
he could buy them from you? 

Mr. Newirru. Sir, I mentioned this in the beginning of the hearing, 
that I met Mr. Bentz van den Berg and had a long discussion with him 
and asked him why he is exe luding our yard in Port Newark. 

Mr. McCutiocu. Did he give you a brief answer to that which I 
could understand ? 

Mr. Newrrru. Yes, sir. 

Mr. McCutiocn. Would you please give it to me now, sir! 

Mr. Newirtu. Yes. He told me we are already buying in that area 
from two people, which is Luria and Schiavone-Bonomo; therefore, we 
do not want to add any further suppliers in order to prevent the 
market in that area from being disturbed. 

Mr. McCutxocn. Do you believe that he truthfully and honestly 
and conscientiously answered your penton | 

Mr. Newirru. That I cannot answer, sir. 

Mr. Surewan. Mr. Chairman, one brief remark before we finish 
on that subject. I am in business and I know it is a very common 
practice of people running businesses, to instruct the people buyi ing to 
limit their purchases to either 1 or 2 or 3 people. Otherwise, in my 
business I could buy from 20 people, and I would succeed in buying in 
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a small amount of dollars worth from each. So this is a common 
practice many times. 

Mr. Yares. Mr. Chairman, one comment: Do you have exclusive 
dealerships of your own ¢ 
Mr. Newirru. No. 

Mr. Yares. Do you sell to the lowest bidder in every instance in 
yur business ? 

Mr. Newrrtu. I beg your pardon? 

Mr. Yares. Do you sell to the lowest or highest bidder in your 
business dealings in every instance or do you have established business 
relationships between your business and your dealers which cause you, 
on occasion, to seek to give preferences ¢ 

Mr. Newrrru. No, I don’t think so. I think we deal with every- 
body. We do business with a wide range of people. I would say 
with thousands and thousands. 

Mr. Yares. It is all on a competitive basis 

Mr. Newirrn. All on a competitive basis. 

The CuarrmMan. I suggest you go ahead and finish your testimony. 
I want to urge upon the committee members to interfere as little as 
possible until he finishes. Then we will have plenty of time for 
questioning the witness. 

Mr. Newirru. I would like to make a little statement to reply to 
Congressman Sheehan on his statement. It is true you are perfectly 
privileged to buy from wherever you please. When we buy from 
the community, which is buying scrap continuously in this market, the 
same industry, 250,000 tons of steel a year, thereby helping the in- 
dustry, we believe it is discrimination if they exclude us from buying 
scrap from us and this is discrimination not by the mills who receive 
the scrap and sell the steel. They have no power over it because 
OCCF is the executive organism. Therefore these people have no in- 
fluence over it. But when I buy material from you, I think they have 
the same right to sell you if you need these products and I think it is 
a fair question if I tell these people that morally we are entitled to 
some part of the scrap business if we support you by buying con- 
tinuously material from you for export. 

Mr. Surenan. Mr. Chairman, when we consider the FEPC law 
in the House, we ought to expand its base, I think. 

Mr. Roosrvevr. Is that pertinent to this discussion ? 

The CuarrMan. You may proceed. 

Mr. Newrrrn. Well, I concluded before that next meeting which 
was going to be June 20. I have acquainted all of the chiefs, also, 
by a letter of May 15, of which I have copies here. I explained to 
them the case, that there would be considerable savings for them if 
they would buy from people outside of Luria and I assumed that 
some action would be taken during that meeting. 

The CuarrMan. As the arrangement is now, is it exclusive again / 

Mr. Newrrrn. In practice it seems to be. 

Mr. Sueenan. Mr. Chairman, it is not exclusive because he said the 
president told him they were buying from two firms; is that not 
right ? 

Mr. Newirru. Well, it is a group. The contract was made in the 
name of Luria. It is a contract with one firm but this firm has an- 
other company which supplies them, which buys for them here in this 
area. 
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The CHarrman. Suppose we let Mr. MacIntyre make inquiry and 
bring out the points in which the committee is interested and then any 
committee member who wants to ask a question, of course, will be 
recognized. 

Mr. Yares. Is the witness through with his statement ? 

The Cratrman. We would like to shorten the statement some by 
asking questions. 

Go ahead, Mr. MacIntyre. 

Mr. MacInryre. You just mentioned the two firms, Mr. Newirth. 
Will you please explain why you gave the last answer that the 2 
firms are in fact 1 firm? Will you go on and explain that? 

Mr. Newrrru. Well, the contract was made with Luria Bros., but 
it is common knowledge that the material which was contracted for by 
Luria Bros. with the OCCF is being furnished by Luria Bros. and 
Schiavone-Bonomo, who has their own yard in the New York area. 

Mr. MacIntyre. So, in effect, therefore, the buyers in that instance 
are getting no competition? They are buying from one person; is 
that correct ? 

Mr. Newrrrn. Actually, yes. 

Mr. Sueenan. The gentleman states it is common knowledge—com- 
mon knowledge by whom ? 

Mr. Newrrrn. All over the country. 

Mr. Sueenan. What is the relationship between the two companies, 
a stock relationship ? 

Mr. Newrrtu. That I don’t know. 

Mr. Sueenan. Is there an exchange of directors? 

Mr. Newtrtu. I don’t know. 

Mr. Sueen an. Is there a stock ownership ? 

Mr. Newirtu. I don’t know. 

Mr. Sueenan. Well, then, gentlemen. it is just hearsay. 

Mr. Newirtu. It is common knowledge. 

Mr. MacIntyre. A little earlier this morning you referred to your 
letter of April 23, 1957. 

Mr. Newirrtu. Yes, sir. 

Mr. MacIntyre. Which was addressed to Mr. Bentz van den Berg. 
Now is the record clear that you have furnished that to the committee 
for inclusion in the record ? 

Mr. Newirtn. I have not, but I will give it to you. 

Mr. MacIntyre. We would like to have that in the record. 

The CuarrMan. Without objection, it will be inserted. 

Mr. Hosmer. I will object until such time as I have an opportunity 
to auestion the witness with respect to the type of offer made. 

The CuarrMan. Let him have the letter so he can read it and ask 
questions later, if it is all right. 

Mr. Yates. What is this letter? 

The Cuarrman. It is a letter from Mr. Newirth to Mr. van den 
Berg. 

All right, go ahead, Mr. MacIntyre. 

Mr. MacIntyre. Mr. Newirth, have you ever sought to eliminate 
all competition and become the sole supplier of scrap to the OCCF ? 

Mr. Newrrrn. No, sir. 

Mr. MacIntyre. What you seek, then, is competition; is that 
correct ? 
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Mr. Newrrru. That is right, and a fair share of the business. 

Mr. MacIntyre. Now earlier some reference was made to the total 
amount of business that was done by all affiliated companies with 
which you are associated. 

Mr. Newrrru. Yes. 

Mr. MacInryre. And you gave the figure of $200 million? 

Mr. Newrrru. A hundred and fifty to two hundred million. I am 
not the accountant and therefore I don’t have the exact figure. If 
you wish, I can get more details. 

Mr. MacIntyre. Approximately what percentage of that total is 
represented by iron and steel scrap ? 

This committee is studying iron and steel scrap, as you know, at 
this time, so we want to know what that figure is, approximately. 

Mr. Newirtu. I would say last year the scrap was about $5 million. 

Mr. MacIntyre. About $5 million, and the record of our hearing 
of Monday shows that Luria has approximately $600 million an- 
nually. That gives you some comparison, Mr. Chairman, between 
this man in the scrap industry and Luria. 

Now, a little earlier you spoke about the OCCF as reported in 
the New York Times of March 31, 1957, as being an anticartel organ- 
ization. Do you believe it could be described as an anticartel organ- 
ization if it is moving or has had all of its business with a single 
supplier ¢ 

Mr. Newirtu. Well, it is a legal entanglement. I am afraid I can’t 
answer this precisely. 

Mr. MacIntyre. Is there any particular portion of this letter of 
April 23, 1957, to Mr. van den Berg that you would like to point out 
to the committee and explain more fully than you have done so far? 

Mr. Newrtrtnu. I actually have covered this before in my testimony. 

Mr. MacIntyre. That includes your description of what steps you 
took after sending this letter and what cargoes were awarded to you 
up to and as a result of the May 7 OCCF meeting? 

Mr. Newrrtu. No, sir. 

Mr. MacIntyre. Will you please explain that ? 

Mr. Newirrn. I gave the figures before in the testimony. This 
letter does not have any reference to any precise figures. It merely 
refers to the fact that we submitted an offer, that we cannot agree 
to the exclusion and the offer is $30,000 less per cargo and it confirms 
the telegram. 

Mr. MacIntyre. Will you explain, then, what steps were taken and 
what cargoes were awarded you as a result of that letter and the May 
7 OCCF meeting? 

Mr. Newmrn. Nothing at all. 

Mr. MacIntyre. And you have explained what reasons were ad- 
vanced to you explaining why you failed to get an award, haven’t you ? 
The record is clear on that. 

Mr. Newrrtu. Yes, sir, I explained that. 

Mr. MacIntyre. Now what are you proceeding to do in an effort 
to try to secure further consideration to open these markets so that 
they will be competitive for American business? 

Mr. Newrrru. Well, I have sent this memorandum of May 15 to all 
of the chief delegates representing their countries and our representa- 
tive over there is still trying to see those delegates, whom we have not 
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seen yet and we hope that during this meeting some action will be 
taken. 

Mr. MacIntyre. That is a further appeal by you to the OCCF as 
of May 15, 1957? 

Mr. Newretu. Right, sir. 

Mr. MacIntyre. I wonder if you have that in copy form so it can 
be furnished for the record ? 

Mr. Rreatman. Mr. Chairman, can I ask a question? I came in a 
bit late, but I am trying to get some reasonable understanding of 
what we are after here. As I understand it, we are trying, apparently, 
to find out how we can help this gentleman influence the procurement 
people in foreign countries on buying his products and I want to know 
what our Small Business Committee’s interest should be in that field. 

The CxHatrman. I do not consider your premise correct, Mr. 
Riehlman. 

Mr. Rrenuman. Wait a minute. You permitted me to ask a ques- 
tion and I will permit you to try to answer. But I can’t conceive of 
our trying to get into a field of activity in foreign countries and get 
our committee entangled in trying to influence some foreign procure- 
ment agency to buy “from some company in this country. We are 
interested in small business; I certainly am, and would like to be 
helpful to the gentleman in getting a contract. But how are we going 
to get involved and why should we get involved in a foreign entangle- 
ment dealing with foreign procurement people unless he can tell us 
that there is influence in the United States of America and it is 
our Government that is interfering with his opportunities. That is 
the thing I would like to find out. “T just can’t conceive of it. 

The Cratrman. I think that is a logical and reasonable question. 
It is certainly not the duty nor the desire of this committee to pick out 
one person to get certain business. We are not going todo that. It is 
not our objective and we are not going to be placed in that position, 
T hope. 

But to answer your question more specifically, I have before me a 
—— put out by the United States Department of Commerce. 

[ere on page 6 of this publication it discloses the loans and grants 
that have been made by the United States Government or by the 
agencies thereof, such as the Export-Import Bank. 

Now, of course, the Export-Import Bank is financed wholly by 
United States dollars. No other country has one penny in the Ex- 
port-Import Bank. That is our organization, and our organization, 
the Export-Import Bank, has made extensive credits amounting to 
$455,176,000 to foreign steel industries since 1940, 

Regarding the use of that money, I suppose if General Motors were 
to come in here and say that we want the Export-Import Bank to loan 
$100 million so that the borrower can buy goods from General Motors, 
we would not like that at all, and I do not think that General Motors 
would do that. Neither should we permit the loans to the foreign 
steel industries for the purpose of buying scrap just from one com- 
pany. Although we don’t want to dictate their business to them, we 
believe in America in equality of opportunity, a chance for all to get 
a fair share of the business. 

Mr. Hosmer. Will the chairman yield? 

The Cuatrman. I have not finished, if you please. 





* 


ll 


— 





IRON AND STEEL SCRAP 99 

Now the ECA grants are absolute outright gifts of the American 
taxpayers’ money amounting to $245,776,000 at the end of 1956. Cer- 
tainly when they are using the American taxpayers’ money but are not 
buying to the best advantage while at the same time they are discrim- 
inating against our own people in the purchase of our own people’s 
products, it is a matter of concern to this committee. 

Total direct United States Government aid amounts to $700,882,000 
and total indirect aid amounts to $165,290,000, or total aid of $866,172,- 
000. This includes credits, grants, and loans to foreign steel indus- 
tries from 1940 to the end of 1956. So I think that means that we 
have something that we should be concerned about, at least. 

Now I am not passing judgment on this and I know you gentlemen 
are not ; we just want to get the facts. 

Mr. Hosmer. Mr. Chairman, will you yield ¢ 

Mr. Rieutman. Mr. Chairman, I yielded to you so will you yield 
to me / 

The CuatrMan. Certainly. Go ahead. 

Mr. Rrenuman. Mr. Chairman, I just can’t clearly understand our 
reason for trying to proceed with this type of a hearing. Even though 
witnesses come to us complaining about their not being able to get 
contracts from foreign countries and despite our Government extend- 
ing loans, making outright grants to those countries, how can we con- 
ceivably inject our influence through hearings to prevail upon those 
people to give small dealers in this country business ¢ 

The CHarrMan. Well, we want to get the facts. 

Mr. Rrenceman. I think we have our problems right in the United 
States of America. We can well do a bit more in helping the small 
scrap dealer in our country without getting involved in foreign trans- 
actions which I just think are entirely outside our committee's activi- 
ties. It should never be taken into consideration. 

Mr. Hitx. Let me ask a question, if you will ¢ 

Mr. Rreutman. Consideration should not be given to this unless the 
staff can, in executive session, say to this committee that they have 
definite information that there is influence being brought to bear by 
the Government, by our Government or offici: als of our Government 
that are prohibiting the small-business man from getting his business 
over there. 

The CrarrmMan. Well, we have testimony like that in the record 
right now. That testimony is convincing that they even refuse— 

Mr. Rieutman. Yes, but he has never put his finger on an American 
that is involved. 

The CHatrrMAN. We have several witnesses today, Mr. Riehlman. 

Mr. Yates. He hasn’t finished his statement either. 

The CuatmrMan. He has not finished his statement and I hope that 
the committee members will bear with me and let us proceed in the 
regular order—in an orderly way—with the testimony. Let’s not begin 
to cross-examine—I hope—until we have the whole case handed to us. 

Mr. Rreniman. I am not trying to cross-examine, but you were a 
minute ago trying to come to conclusions. 

The CuHatrmMan. No, lam withholding judgment. 

Mr. Hosmer. Will the gentleman yield? If the chairman is going 
to proceed along the lines of philosophy on which he is withholding 
judgment at the present moment, I would like the committee to obtain 
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for its record information as to whether or not at the time the loans or 
ants the chairman referred to were made, if there were any stipu- 
ations as to repurchases in this country, as to whether the laws under 
such loans and grants which a made required such stipulations; 
also, as to the money itself, whether or not, as alleged by the chair- 
man, it is being used to purchase this scrap or has been or is being 
used for some other urpose. 

The CuarrMan. T think that is a good question and we will keep 
that in mind as we go along. 

Mr. Brown. Mr. Chairman, could I ask the witness a couple of 
questions at this point ? 

The Cuarrman. Go right ahead. 

Mr. Brown. Did I not understand you to say, Mr. Newirth, that 
the State Department of the United States Government intervened 
in May of 1955, and protested this exclusive contract dealing of the 
OCCF? 

Mr. Newrrtn. Yes, they did. 

Mr. Brown. In other words, it was the policy of the United States 
Government—the high policy—that this was wrong and that it should 
have been changed. Is that correct? 

Mr. Newrrtu. To my knowledge, yes. 

Mr. Brown. Now, when the objection was made, is it your conten- 
tion then, as I understand it, that while it is the policy of the United 
States Government that these contracts should be dispersed and open 
and competitive, that it is not working out that way in actual prac- 
tice? Is that correct? 

Mr. Newrtrtu. You are right, sir. 

Mr. Brown. Now do you feel that this arrangement, the way it 
is worked out in practice with the OCCF Community is different or 
peculiar? Are there any other examples even in the United States 
which are similar to that ? 

Mr. Newrrtu. Not to my knowledge. 

Mr. Brown. In other words, that is the one instance where there 
is not free and open competition ? 

Mr. Newrrtu. Well, we are getting to a very complicated situation 
that because every country is slightly different and it would take too 
long to analyze the system in every country, but I would like to say 
that while it was originally the policy of the State Department that 
the exclusive feature should be taken out, thereby giving everybody 
equal chance, this has not been carried out in practice because they are 
still getting—Luria Bros. are still getting between 80 and 90 percent 
of the business. 

As a matter of fact, in the month of June of this year, according 
to my information, they were getting a hundred percent of the 
business. 

Mr. Brown. In other words, you feel that while the policy is stated 
one way, that there is something going on at lower levels that pre- 
vents the policy from working out in actual practice the way it is in- 
tended ? 

Mr. Newrrtn. Maybe not in the lower levels. 

Mr. Roosevett. Mr. Chairman, may I ask whether the protest by 
the State Department is a part of our record ? 
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The Cuarrman. Well, it is not officially. The witness testified about 
it. Naturally he had to testify from hearsay, I assume. Is that 
correct ? 

Mr. Roosevett. What I want to say is I would be interested in 
seeing the protest of the State Department, upon what it is based, to 
whom it was addressed, so I know what we are talking about. 

The CHarrman. May I say we asked Mr. Randall, who is Chairman 
of the Committee on Foreign Economic Policy, directly under the 
President in the White House, if he would like to appear but he does 
not want to appear at this time. I assume that if the testimony devel- 
ops in a way that would probably make necessary his testimony, he 
would be very glad to come before this committee later on. 

I also communicated with Mr. Hollister, who is the head of the 
International Cooperation Administration, and he doesn’t believe he 
could be helpful to us at this time, but they are on the alert and they 
will be invited to answer anything that is brought out here. 

Mr. Roosevett. Mr. Chairman, I would, however, like to suggest 
that it would be proper for this committee to instruct the staff to ask 
the State Department for a copy of the protest that was referred to 
in the testimony. 

The CuarrMan. Well, we shall follow through on that, sir. 

Mr. Roosreveitr. Very good. 

The Cuarrman. Let me ask Mr. MacIntyre to finish the questions, 
because we are really jumping the gun a little bit in our questions, 
I believe. I think the chairman is just as guilty as the rest, but I think 
we should permit this witness to finish his testimony and let Mr. 
MacIntyre, in an effort to shorten it, ask him some questions. 

Mr. Hosmer. Mr. Chairman, in that connection, may I suggest that 
rule 1125 (f) requires that the witnesses submit an advance written 
statement of their proposed testimony whenever practical and per- 
haps if this witness had so presented testimony we might have been 
isle to proceed more orderly. I would hope that perhaps some of the 
rest of the witnesses can be instructed to adhere to the rule. 

The CHatrMan. Yes, sir, we do that when we can. 

Mr. Hosmer. This is the second witness we have had without written 
testimony. 

The Cuarrman. There are a lot of things to do in a committee 
hearing, as the gentleman knows, and you cannot do everything 
exactly as we would like to do it. 

Mr. Yates. Mr. Chairman, I would assume that the rule is ap- 
plicable to voluntary witnesses. This witness is under subpena and 
it is understandable why he didn’t prepare a written statement. 

Mr. Hosmer. The rule is applicable whenever practicable and I 
would imagine it would be practicable in this case. 

Mr. Yates. I would assume a witness under subpena does not 
know why he is going to be questioned. 

Mr. Hosmer. I spoke to the chairman the other day that the com- 
mittee didn’t know what it was going into when it started. That 
may have something to do with it, too. 

The Cuatrman. I hope the members will bear with us until we can 
hear this witness. 

Go ahead, Mr. MacIntyre. 
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Mr. MacIntyre. Earlier, Mr. Newirth, you spoke about statements 
made to you that OCCF was refraining from purchasing from a 
number of American exporters because they believed that they could 
buy more cheaply by buying from one. Did any of them make any 
reference to any representative of the American steel interests in that 
connection. 

Mr. Newirru. Yes. I stated before that Mr. van den Berg told 
me that the reason why they don’t want to cover any more material 
in the New York area was that it might affect the market. 

Mr. MacInryre. In that connection, did he make any reference 
to any representatives of the United States steel industry. 

Mr. Newrrru. Yes, he mentioned—I stated this before—that he 
has visited Bethlehem Steel, United States Steel, and other steel mills 
and that they also thought it was the better idea to buy from 1 or 2 
people in certain areas in order to not disturb the market. 

Mr. MacIntyre. Are we correct in our understanding, then, of 
that statement of yours that representatives of the United States 
Steel Corp. made remarks of that character to the representatives of 
the OCCF ? 

Mr. Newirru. Well, sir, I only wish to relay the information stated 
to me by Mr. van den Berg. 

Mr. MacInryre. But he made representations to you to that effect ? 

Mr. NewrrtuH. Yes, sir. 

Mr. MacIntyre. Now, this memorandum of yours of May 15, 
1957 

Mr. Roosrvetr. Could I ask one question there? Mr. MacIntyre, 
would you ask whether they gave any direct instructions that any 
particular company should be dealt with ? 

Mr. MacIntyre. The witness has testified that the directions in 
OCCF were for dealing with Luria Bros. 

Did that suggestion come from United States Steel ? 

Mr. Yates. Mr. Chairman, I think what Mr. Roosevelt is after and 
what the witness hasn’t told us is whether the representatives from 
the United States Steel Co., and the Bethlehem Steel Co. suggested 
to the OCCF representative that this is the company in the United 
States with whom they should do business. 

Mr. MacInryre. Will you answer that question ? 

Mr. Newirtu. Well, I must come back to the statement that Mr. 
van den Berg merely stated that Bethlehem Steel and United States 
Steel and others suggested that they deal in that specific area only 
with 1 or 2 people. 

Mr. Roosrveitr. Did he name the people? Did he specify ? 

Mr. Newrrru. No: he didn’t mention the names. No. 

Mr. MacIntyre. However, the dealing from that area meant Luria 
alone ¢ 

Mr. Newrrru. Yes, sir. 

Mr. Hosmer. Which area are you referring to? 

Mr. MacInryre. The port of Newark and New York. 

Mr. Newirtu. New Jersey and New York. 

Mr. MacIntyre. Now referring again to your memorandum of 
May 15, 1957, to Mr. van den Berg, which has been received in the 
record. Did you have anything in it that you wanted to call to the 
attention of the committee? If so, please do so at this time. 
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Mr. Newirru. Well, sir, in my statement of May 15 to all of the 
delegates—I suppose you are referring to my letter of May 15 to all 
of the delegates. 

Mr. MacIntyre. That is right. 

Mr. Newirtu. I stated in the beginning that at that time I wasn’t 
aware of the exact figures-of the steel bought in 1956. It was close 
to 180,000 tons. 

We stated we had meetings with OCCF and our offer has been 
rejected. We stated that we would like to enclose for your perusal 
copies of our correspondence with Mr. van den Berg and OCCF, 
of which, actually, we consider that our offer would be of utmost 
interest to OCCF. 

Westated— 

In addition to the savings indicated in our letter we feel that substantial 
additional economies—in the way of dead freight (we have information of 
eargoes of 8,200 and 8,400 tons being shipped by Luria), demurrages, high 


stevedoring costs, insurance, etc., ete.——could be effected when purchasing 
from us. 





Here is the letter. 
(The letter is as follows :) 


May 15, 1957. 

Mr. PIERRE VAN DER REstT, 
Bruvelles. 

Mr. PIERRE FLEURQUIN, 
Paris. 

Mr. DOMENICO TACCONE, 
Turin. 

Mr. J. V. TOULON V. D. Kooa, 
Ijnuiden. 

Mr. LupWIG GENTs, 
Georgmarienhuette. 

Mr. Erik Conror, 
Lurembourg. 

GENTLEMEN: We desire to bring the following matter to your kind attention: 

In 1956 we shipped to the OCCF from the United States about 45,000 tons 
of steel scrap. Our contracts were performed in a manner satisfactory to the 
OCCF and the receiving plants. 

Kurthermore, we purchased from Montan Union countries during 1956 close 
to 180,000 of steel, which we feel gives us a certain moral right to supply scrap 
to the OCCF at competitive prices. 

We have made offers to the OCCF and have had meetings with them, as well 
as with Mr. van den Berg, and our offers have been rejected. We would like 
to enclose herewith for your perusal copies of our correspondence with Mr. 
van den Berg and the OCCF which fully explain why we consider our offers 
to be of the utmost interest of the OCCF. 

In addition to the savings indicated in our letter we feel that substantial 
additional economies—in the way of dead freight (we have information of 
cargoes of 8,200 and 8,400 tons being shipped by Luria), demurrages, high 
stevedoring costs, insurance, etc., etec.—could be effected when purchasing from 
us. 

Our Mr. Newirth or Mr. Marmot will take the liberty of contacting you in 
connection with this matter, and in the meantime we request your kindest 
consideration of the above. 

Thanking you, we are, 

Sincerely yours, 
ASSOCIATED METALS & MINERALS Corp. 
S. A. NEWIRTH. 


(See p. 125 for copy of letter of April 23 to Mr. Bentz vay den Berg and offer 
to OCCF.) 
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Mr. MacIntyre. When did OCCF make a decision as to the future 
purchases of scrap metal ? 

Mr. Newirtu. I understand that there is no set pattern but gen- 
erally it is supposed to be discussed during the meetings of the chief 
delegates. It is being discussed during the meetings. 

The Cuarrman. In view of the fact 

Mr. Rreutman. Mr. Chairman, he hasn’t answered the question. 

The CHatrmMan. They have outlined their program for the year 
and I understood him to say a while ago the meeting is scheduled for 
June 20. 

Mr. Rreutman. Counsel asked a question. 

Mr. Newrrru. I understand that such recision might possibly be 
made at the next meeting on June 20. 

Mr. Huu. Where will that meeting be? 

Mr. Newrrtu. In Baden-Baden, Germany. 

Mr. Hitz. Are you going to be there ? 

Mr. Newrrru. I cannot attend the meeting. I might be around 
that area to find out what is happening. 

Mr. Hixx. Will you have a representative there to take care of your 
interest ? 

Mr. Newrrrn. No; it cannot be done that way. 

Mr. Hu. Then you are not going to be there to find out what is 
done. You won’t know until after it is all finished; is that correct? 

Mr. Newrrrn. That is right. 

The Cuatrman. I think your testimony in this respect will be of 
interest to the State Department and we will take steps to notify 
the State Department of it. 

Go ahead, Mr. MacIntyre. 

Mr. MacIntyre. Are you expecting any orders from OCCF as a 
result of that meeting of June 20—the expected meeting of June 20? 

Mr. Newretu. I am hopeful. 

Mr. Huu. You can’t live on that. It won’t pay your bills. I found 
that out. 

Mr. MacIntyre. Have you heard anything about OCCF purchas- 
ing special bundles ? 

Mr. Newrrtu. Special bundles? 

Mr. MacIntyre. Special bundles of scrap metal from this country. 

Mr. NewrrtH. Well, I have heard while in Europe that some steel 
industrialists mentioned to me that they understood that Luria is 
going to make a special bundle which will give them some more heavy 
melting scrap. 

Mr. Yates. What is a special bundle? 

Mr. Newretu. Normally a bundle consists of light metals, which 
are compressed. Now these people suggested to me in view of the fact 
that there is going to be a shortage of heavy melting scrap to do the 
same thing as Luria— install a press for $300,000 to take out the motor 
block of an entire car and since there is no restriction on exportation 
of bundles, that by doing so they will get about 75 percent of the 
heavy melting scrap without going through all the redtape and export 
licenses, 

Mr. Yates. Who are these people? You said “these people sug- 
gested.” Who do you mean by “these people” ? 

Mr. Newirtu. In Europe, various scrap people. In Italy and 
Belgium. 
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Mr. MacIntyre. Are we correct in our understanding of your testi- 
mony that they will see in this special bundle which Luria alone can 
ut out now a real advantage to them because they are under no regu- 
Raions in the purchase of special bundles to get heavy melting one? 
Mr. Newreru. I cannot state Luria is the only one that can make 
this bundle. I understand they have installed the press for $300,000, 
but it is definitely an advantage for buyers overseas to get these 
special bundles for which they have even offered a special premium 
because it is a higher type quality of scrap. 
Mr. MacIntyre. And it is still under a designation as a bundle 
in the regulations under our Export Control Act; is that correct ? 
Mr. Newrrtu. Well, that is the idea of the people over there, to get 
it exported under the description of bundle. 
Mr. Hosmer. Will the gentleman yield ? 
The material that goes in to make up this special bundle; would 
that otherwise be sold just as bundles? 
Mr. Newirtu. No, sir. The majority of this material is heavy 
melting scrap. 
Mr. Hosmer. Now, it is automobile frames and bodies, you say ? 
Mr. Newrrtu. Yes. Only the motor is being taken out, which is cast 
iron. The entire automobile is being pressed. 
Mr. Hosmer. If you didn’t have that pressed, you would have to use 
that automobile ? 
Mr. Newirtu. Yes; you would have to dismantle it, cut it in pieces, 
and then these frames would be No. 2 scrap, heavy melting scrap. 
Mr. Hosmer. So, this is actually upgraded of the scrap; is that 
right ? 
Mr. Newrrrnu. You mean the bundles? 
No; it is downgrading it. It is a higher type scrap, which is being 
downgraded by describing it as bundles. 
Mr. Hosmer. I mean if these automobiles—ordinarily, the body 
part, at least, wouldn’t be usable in heavy melting. 
Mr. Newrirtu. No, sir. 
Mr. Hosmer. With this process, they are usable in heavy melting? 
Mr. Newirru. Seventy percent of it. It would give them a better 
yield in the processing of the scrap. 
Mr. Hosmer. So, you are actually upgrading scrap by use of this 
extra-heavy compressing machine? 
Mr. Newrrtu. Well, they are getting a bundle which consists of 
better scrap than the normal bundle would consist of. 
Mr. Hosmer. It is equivalent to heavy melting scrap? 
Mr. Newrrru. About 70 percent. 
Mr. Hosmer. And it is usable as such? 
Mr. Newrrru. Well, that is a technical part I can’t describe. 
Mr. Hosmer. Pardon ? 
Mr. Newrrrn. That depends on the furnaces, as to the technical 
processing of these bundles. 
Mr. Hosmer. Are they 4,000-pound bundles? 
Mr. Newirtn. No, sir; these bundles differ. There might be 400 
atmet a thousand-pound bundle, depending on the type of cargo. 
ome weigh as much as 2,000 pounds. 
Mr. Hosmer. As Luria puts them up? 
Mr. Newrrru. Yes. 
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Mr. Hosmer. They are not standard size? 

Mr. NewretH. Pardon ? 

Mr. Hosmer. Doesn’t Luria make a standard-size bundle out of 
this? 

Mr. NewirtH. I am not familiar. I understand the press has 
been put in recently. I am not familiar with the size of the bundle 
and weight of the bundle coming out of the press. 

Mr. MacIntyre. What do you know about shipments of those 
bundles that have already taken place ? 

Mr. Newirru. I have no idea, because I was absent about 5 weeks, 
and I just don’t know. 

The CuarrmMan. These bundles usually are not looked upon with as 
much favor in the market? I mean they are not sought after as the 
other types of iron and steel serap such as the heavy melting grades ? 

Mr. Newrrtru. Well, these bundles we described before, the special 
bundles—they are good scrap. 

The CHatrmMan. I mean the bundles ordinarily referred to as 
bundles in the ordinary sense are not sought after very much. In 
fact, they use tie-in sales sometimes to get rid of bundles, don’t they ? 

Mr. Newirrn. Right, sir. 

The CHatrman. Have you been to Japan ? 

Mr. Newrirtu. Yes, sir. 

The Cuatrman. Do you know anything about stacks and acres of 
unused bundles over there which the Japanese had to buy in order 
to get heavy melting scrap ? 

Mr. Newrrrn. That is right. 

The Cuarrman. But this type of bundle to which you referred 
is something new and is only produced by Luria Bros. It includes 
a large part of the type of metal that is now excluded from export 
licenses ? 

Mr. Newrrtu. Well, it is not excluded from export. It is only very 
important in the determination of the quantity of heavy melting scrap 
which this Government is going to allow aa export. 

The Cuamman. It is limited, I will sa The order has just been 
issued recently. They eliminated from saan to certain areas heavy 
melting scrap where the quantities shipped last year had been reached. 

Mr. Newrrru. Yes, sir. 

Mr. MacIntyre. Now, these new bundles that you speak of would 
contain a large part of heavy melting scrap, wouldn’t they ? 

Mr. Newmrn. Right, sir. 

Mr. MacInryre. And it is classed as bundles, which makes it per- 
missible to ship it overseas without license ? 

Mr. Newrrrnu. Yes, sir. 

Mr. MacIntyre. Or without restrictions or limitations? 

Mr. Newirtu. I don’t know what the Government is going to do 
in this respect. 

Mr. MacInryre. It has not done anything up to now? 

Mr. Newtrtu. No. 

Mr. Rreniman. Could I ask a question ? 

The CHatrman. Yes, sir. 

Mr. Rrenuman. First of all, has Luria Bros. been operating this 
machine and disposing of this type of bundle in this country ? 

Mr. Newirru. Sir, I just got back from Europe 3 days ago. 
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Mr. Rreutman. Then you are not stating this from your own know- 
ledge; you are stating something you hes urd. 

Mr. Newirrn. It is he: arsay ; yes, sir. I know the small scrap dealers 
and the yard dealers—and you probably will get this testimony later 
on—have been protesting strongly and have been tr ying to take action 
because their business has been cut down by a considerable percentage 
because of this press. 

Mr. RieutmMan. Do you know if the Luria Bros. machines are op- 
erating now and they are selling this type of bundle in the United 
States ¢ 

Mr. Newrrru. [I am not familiar with that. 

Mr. Rirutman. How do you expect that we can take under con- 
sideration the information you have given about this operation when 
you state to us you are not familiar with it and don’t know anything 
about it / 

The Cuamman. I consider it information on which we can follow 
through, and as it is generally talked about in the trade and generally 
known in the trade, | think it is worthy of consideration. 

Mr. Rieutman. I happen to be in business myself, and I know what 
goes on in the trade, and I certainly wouldn’t come up before a com- 
mittee of the Congress and try to lead them to believe 1 knew what 
was going on if I didn’t and couldn’t pinpoint the type of equipment 
my competitors or people were using. 

The CuarrmMan. This will have confirmation or we will disregard it. 

Mr. Rrenuman. I know. 

The CuatrmMan. This is just inviting our attention to it. 

Mr. Hosmer. Mr. Chairman, since this matter has assumed some 
importance, I imagine there is someone in the audience who could 
tell us about that ? 

The Crarrman. Let’s have the witnesses come in and testify in a 
direct and orderly way. Then, if you want other witnesses later, we 
will be glad to have them. 

Mr. MacInryre. Mr. Chairman, I would like to observe that we on 
the staff are informed by other witnesses that they do have some in- 
formation about this that will be somewhat specific and definite, and 
we clo hope to reach that. 

Mr. Rieuuman. | am not disagreeing with you on that. You may 
have that knowledge, but the committee doesn’t have it. 

The Cuairman. You will have to trust us to bring it out. 

Mr. RrenumMan. We are trying to get information from this gentle- 
man and he says he doesn’t know. I want to establish that he doesn’t 
know. 

Mr. Hint. Off the record. 

The CuatrmMan. I think it is an honest and sincere effort to get the 
truth. Ithinkthat is what we are trying to do here. 

Mr. pe MAN. That isexactly what I am trying to get. 

The Cuatrman. Don’t prejudge the case. 

Mr. Ma icInryre. Mr. Newirth, you spoke about some terms and 
conditions which you considered have been disregarded by OCCF in 
its purchase of scrap from Luria as against its purchase of scrap from 
you. Do you know of any other terms and conditions that you can 
refer to at this time in that connectien 

Mr. Newrrtu. Well, sir, first of all, Luria is getting a commission 
of $1.25 per ton, which nobody else is getting. 
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Luria is getting 60 cents per ton for the fact that the quality and 
quantity is being determined in Europe, while we are getting for 
loading charges $3.50. 

Luria has been getting, in some cases which I have, as high as $9.50 
a ton, $6 a ton, $5.55 and $6.50, $6.55 and so on. 

Furthermore, Luria has been shipping steamers with 8,200 tons 
instead of 9,000 tons, meaning that they have caused the OCCF dead 
freight amounting, in some cases, to $20,000 per cargo. If we would 
do that, we would certainly be responsible for it. 

Mr. MacIntyre. How recently do you know of any occurrence of 
that kind? 

Mr. Newtrtn. Well, the last date I have the charges on is in Decem- 
ber. I am trying to get further information with which you will 
probably be made familiar. 

Mr. MacIntyre. Now, turning to the matter of export of iron and 
steel scrap to Japan, have you had any experience there where your 
company was also excluded from the export of steel scrap to that 
market ? 

Mr. Newrrtu. Yes, sir. Until the middle of last year we have been 
shipping two cargoes. We have sold and shipped two cargoes of steel 
scraptoJapan. During July of last year, we found out—in fact it was 
published in the press—that Luria had sold 330,000 tons of scrap to 
Japan on a composite basis. That means that the price will be based 
on certain quotations in the Iron Age, thereby avoiding any market 
risk for Luria. 

Well, we had to make—we and others had to make our sales on a 
fixed-price basis, running the risk of market fluctuations when we 
have to cover the materials. When we heard that a contract of this 
type was made, I immediately went to Japan. 

Mr. MacIntyre. When was it that you went over ? 

Mr. Newrretu. In August of last year. 

Mr. MacIntyre. Of 1956? 

Mr. Newirern. Yes. 

Mr. Macintyre. Continue. 

Mr. Newirtn. When I came to Japan, I found out that they have 
decided to nominate 6 shippers, giving each shipper 1 area; and they 
claim they cannot deal with 20 or 30 people, that they must confine 
it to 6 exporters. That was a fait accompli and nothing further 
could be done. 

_ Mr. MacIntyre. Before you and other exporters went over, what 
was the situation in Japan then with respect to exporters, how many 
were being considered for all of the business of Japan ? 

Mr. Newirtnu. I would estimate about 12 to 15 American exporters. 

Mr. MacIntyre. Did you learn anything about the Japanese cartel 
negotiating any exclusive contract with any exporters? 

Mr. Newirtu. There were rumors that the exclusive agreement is 
going to be made with Luria and to my knowledge such an exclusive 
arrangement was actually not concluded because of the interference 
by other shippers. 

Mr. MacIntyre. That is, you and the other shippers who went over 
there? You then forestalled that? 

Mr. Newtrtn. Yes, sir. 

Mr. MacIntyre. Are you making any shipments to Japan at the 
present ? 
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Mr. Newrirtu. No, sir. 

Mr. MacIntyre. But did you make any shipment of scrap metal 
to Japan prior to your being excluded from that market? 

Mr. Newirtu. Yes, sir. 

Mr. MacIntyre. When was that? 

Mr. Hosmer. Justa moment. Mr. Chairman, what does the counsel 
mean by the word “exclusive” ? 

Mr. MacIntyre. I would like the witness to explain that term. 

Mr. Hosmer. Why he didn’t get a contract ? 

Mr. MacIntyre. Yes. 

Mr. Newirtn. Well, because they had fixed already that the pur- 
chases are going to be done by six exporters. 

Mr. Hosmer. You got in too late to be considered ? 

Mr. Newirtu. No. They decided they wanted to have only 6 
exporters and they signed up the various areas for the 6 exporters. 

Mr. Hitt. When you say “they,” who are you talking about? 

Mr. Newirtu. The cartel, the Japanese cartel. 

Mr. Hit. In other words, you are talking about what Japan de- 
cided to do and we can’t do anything about that here this morning 
or any other morning that I know of. 

Mr. Newirtu. That is right. 

Mr. Hosmer. In other words, you got there after the deals were 
already made; is that right ? 

Mr. Newrrtu. No, sir; I was there at the same time. So were many 
other people. I suppose the further witnesses will bear me out on 
that, that they also went over there and did not get any business 
because the cartel will do business with six parties. 

Mr. Hosmer. They already decided that ? 

Mr. Newirtu. Yes, sir. 

Mr. Hosmer. And your offer was after they made the decision ? 

Mr. Newirtu. No, I was there during the period when the decision 
was made, but I was given to understand that we are not one of six 
shippers. I waited on and on and was finally advised we are not one 
of the six shippers. 

Mr. Hosmer. They wanted to do business with somebody else? 

Mr. Newrrru. Yes. 

Mr. Hosmer. And those people include, as well, Luria and Mr. 
Feldman, or somebody like that ‘ 

Mr. Newrrtu. Luria. 

Mr. Hosmer. Do you have the quantities? 

Mr. Newrrtu. The quantities, I do not, no. 

Mr. Yates. I think we should have the names. 

Mr. Newrrtn. Luria, Lerner, San Francisco, Neu of New York, 
National Steel Metals in Los Angeles, Commercial Metals of Dallas, 
Southern Scrap in New Orleans. 

The CuarrMan. You may proceed, Mr. MacIntyre. 

Mr. MacIntyre. Was it explained to you why that cartel would 
not deal with you or others from your area, other than Luria? 

Mr. Newirtu. Well, they merely stated that they have made the 
decision that they were only designating six shippers. 

Mr. MacIntyre. And out of the New York port, that means only 
Luria; is that correct ? 

Mr. Newrrtu. I believe so. 
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Mr. Hosmer. May I ask one question here? Do you feel that the 
other five, leaving out Luria, competed unfairly w ith you in getting 
that business ¢ 

Mr. Newirtu. Oh, yes, sir. 

Mr. Hosmer. They are all unfair to you? 

Mr. Newrrtu. Yes, sir. 

Mr. SHeenHan. Will the gentleman yield / 

What is the dollar volume of these other five per year? What is 
the lowest amount, to your knowledge, that any one of those five, 
outside of Luria, does per year ¢ 

Mr. Newirru. Well, that is:very hard to say. I am not prepared 
for this question. It is very hard to answer. 

The CHarrMan. Well, we can get that later. 

Mr. Surenan. The only point “Lam tr ying to make is that he stated 
an $ e that he does only $5 million worth of business a year and 

naturally they are going to pick 6 pretty big companies to furnish 
sabe needs, and I wondered how his company ranked with reference 
to the 6. 

Mr. MacIntyre. Mr. Chairman, for the benefit of Mr. Sheehan, 
I would like to observe that we trust by tomorrow we will have from 
the Department of Commerce a tabulation showing the range of scrap 
exports by 27 of the top shippers in the country. They will be un- 
named, but it will at least show some comparison of exports for this 
period of time that is covered by this testimony. 

The Cuatrman. Unless the company involved wants to disclose it, 
I do not feel we should bring it out. That is the reason we do not 
have them identified, but we will have them identified by number. 

Mr. SuHrenan. Of course, you can understand our position. We 
are the minority here and outside of one briefing we had, we are find- 
ing out about most of the material right here. We don’t know what 
is in the committee’s files and we are asking questions to bring that 
out. You understand our position. 

The Cuarmman. Possibly it will be heartening for the gentleman 
to know he knows as much about it as the chairman. The House of 
Representatives passed a resolution in which they charged us with 
doing certain things to belp small business and among the things we 
are charged with doing is to make an investigation of the iron and 
steel scrap industry. We are charged with that responsibility and we 
are carrying it out here. It is a direct responsibility. They even pro- 
vided additional money for us to do it and require us to mi ake a report 
every month as to what we are doing on it because they are really 
breathing down our necks, as you know. 

We have to do something about this. 

Mr. Hosmer. Is Associated Metals small business? 

The Cuarmman. You take, for instance, in this International Tron 
and Steel Quarterly—I want you to hear this, gentlemen—this Iron 
and Steel Quarterly produced by the Department of Commerce of the 
United States Government considers the small-business interest in 
this important and devotes a half page about the President’s Cabinet 
Committee on Small Business releasing its first progress report, and 
they give all the information about it. 

Mr. Hosmer. For the purpose of clarity, I would like to know 
whether this gentleman’s company, Associated Metals Corp., is con- 
sidered small business. He testified he had 500 employees or so. 
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The Cuatrman. ‘If you gentlemen don’t mind, let us finish up be- 
cause we want to put another witness on before noon, if we can, and 
we are seeking to sit this afternoon. If the House "doesn’t go into 
debate, we will sit this afternoon. 

Mr. Hosmer. I would like an answer to my question because we 
don’t know whether they are trying to do something for somebody else 
that has a smaller business than him. 

The Cuarrman. Well, we are not just concerned about him; we 
are concerned about all small business. 

Mr. Hosmer. He has only testified about his situation. 

The Cuatrman. No. That is how you bring it out, by bringing out 
a specific case. We have a specific case here. The gentleman could 
say if we didn’t have a specific case, bring us a spec ific case; we would 
like one. 

Mr. Hosmer. What I would like to know is whether he is testifying 
about the circumstances of a big business or a small business in the 
iron and steel scrap export game. 

The Cuamman. We will have that information from the proper 
department tomorrow. 

Mr. Hosmer. Are we going to find out from the proper department 
in whic h category this gentleman’s corpor: ation is? 

The CHarrMan. Relatively, I would say, it is small, wouldn’t you? 

Mr. Hosmer. I don’t know. He has 500 people. 

Mr. Newirru. Pardon me; that is all over the world. I was talk- 
ing about the group. 

Mr. Hosmer. How much business did you say you did a year? 

Mr. Newrrrn. I am representing right now principally Port 
Newark scrap yard of Associated Metals. 

Mr. Hosmer. Who? 

Mr. Newirrn. Associated Metals & Minerals Corp., Port Newark, 
N. J., which is a small corporation. 

Mr. Hosmer. That is a part of some other? 

Mr. Newrrrnu. That is right; a subsidiary. 

Mr. Hosmer. It is a subsidiary / 

Mr. Newrrrn. Yes. 

Mr. Hosmer. As you testified to before ? 

Mr. Newrrrn. Yes, sir. 

Mr. Hosmer. Is Associated Metals—do they have 500 employees or 
is that the whole combine ¢ 

Mr. Newrrtu. The whole combine. 

Mr. Yates. Your whole combine has less than 500 employees ? 

Mr. Newirtn. Maybe about 500. I mean Associated Metals in New 
York has only about 120 employees. 

Mr. Yarrs. Are you—that is, Associated—wholly owned by whom? 

Mr. Newrrru. Associated Metals & Minerals C orp., Port Newark, 
is wholly owned by Associated Metals & Minerals Corp., New York. 

Mr. Yarres. Now how many other corporations are separate busi- 
nesses in this combine / 

Mr. Newirrn. In this country? 

Mr. Yates. In this combine. 

Mr. Newirru. Well, there are affiliated companies of Associated 
Metals & Minerals Corp. in New York, overseas, in England, France, 
Belgium, Holland, Argentina, Brazil, Chile, and so on. 
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Mr. Hosmer. I think we have enough here now. We will proceed. 

Mr. MacIntyre. Mr. Newirth, the records of the hearing on the iron 
and steel scrap industry before this committee up to this time show 
that between 1954 and 1956 the export of scrap more than doubled in 
total tonnage. Has your business increased or decreased in the export 
of scrap in that period of time? 

Mr. Newirtu. May I have the privilege of giving the figures, sir? 

Mr. MacIntyre. Yes. 

Mr. Newrrern. In 1954, 75,000 tons; 1955, 110,000 tons; 1956, 100,000 
tons; 1957, so far committed and shipped, 18,000 tons. 

Mr. MacIntyre. So while the export business generally has more 
than doubled, and while the export business of some other large deal- 
ers has gone up, yours has gone down. 

Mr. Newrrru. Right, sir. 

The Cyaan. Is that typical of other small dealers in scrap ? 

Mr. Newrrtru. Well, I don’t know. I don’t know the individual 
cases. I know of some exporters who also have lost orders to OCCF 
and Japan—quite a few. 

Mr. Hosmer. Will you ask about the domestic business, too? 

Mr. MacInryre. Yes, I will do that. 

Mr. Hosmer. And, also, as to any reasons, other than Luria, that 
the volume of his export business might have fluctuated. 

Mr. MacIntyre. Yes, sir. 

Do you know, Mr. Newirth, whether you can account for the drop 
in your exports of steel scrap, other than the fact that Luria has 
increased so substantially? Do you have any other reason to which 
you can attribute it? 

Mr. Newirtu. Well, I would say primarily in Europe it is because 
of the fact that we were practically excluded. 

Mr. MacIntyre. In favor of Luria? 

Mr. Newrrrn. Yes; and as far as Japan is concerned, I would say 
because of the nomination of the six exporters to which we are not 
a part. 

Mr. Hosmer. How about his domestic business ? 

Mr. MacIntyre. What part of your total business is export and 
what part domestic, in iron and steel scrap ? 

Mr. Newrrtu. We have no domestic business at all. We have tried 
to sell to United States Steel and Bethlehem Steel and they have re- 
fused to buy from us. They advised that they have enough suppliers 
already and they cannot add any more suppliers. 

Mr. MacIntyre. From whom does Bethlehem buy ? 

Mr. Newrrrn. I think mostly from Luria. In fact, may I state a 
case which happened 4 months ago? I happened to talk to United 
States Steel and Bethlehem on the same subject and they told me they 
cannot buy from us right now and 4 days later Mr. Chase, of Luria, 
called me advising that if we are interested in selling steel scrap to the 
mills, why don’t you let me handle it. 

I advised Mr. Chase we are not interested in selling steel to the 
mills if he handles it. 

Mr. Hosmer. How long has Associated Metals been in business in 
this country ? 

Mr. Newrrrn. Associated Metals has been in business for 32 years 
in this country and altogether all over the world, the group, as such, 
for over 50 years. 
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Mr. Hosmer. Has it ever been in domestic business ? 

Mr. Newirru. In steel scrap, we have been importing scrap from 
overseas, which was sold 

Mr. Hosmer. I mean exporting. 

Mr. Newrrrn. Exporting scrap; yes, sir. 

Mr. Hosmer. When did you start exporting scrap ? 

Mr. Newrrtu. As soon as the export ban was lifted by the United 
States Government. 

Mr. Hosmer. In 1953? 

Mr. Newrrtu. That is right. 

Mr. Hosmer. Your new business in this—— 

Mr. Newrirtu. In 1947. 

Mr. Hosmer. To when? 

Mr. Newrrtu. Nineteen forty-seven; 1947 is the year we started our 
scrap business, which, as I explained in the beginning, was done pri- 
marily from Australia, New Zealand, Japan, the Philippine Islands. 

Mr. Hosmer. You were buying? 

Mr. Newrrru. Buying. 

Mr. Hosmer. We are talking about exporting. 

Mr. Newrrtu. That wouldn’t be possible during that time. 

Mr. Hosmer. You didn’t start exporting until 1953 ? 

Mr. Newrrtu. That is right. 

The CuatrmMan. We are really not concerned about the particular 
witness, whether he is big business or little business; we are just ask- 
ing for information and that is the important part. He has informa- 
tion that we believe will be helpful—at least it will be thought- 
provoking—and we can follow through on it. We asked him to come 
here for that purpose. 

Have you finished ? 

Mr. MacIntyre. I have another question or so, if Imay. Perhaps 
this is a little late as a question, Mr. Newirth, but will you please 
inform the committee about your personal background; that is, your 
experience in pee for and dealing with the United States Gov- 
ernment during World War II and since? 

Mr. Newirtu. I served with the Army overseas from 1943 to the 
end of the war and I was attached to the Counter Intelligence Corps, 
which had the job of security and investigating, apprehending of spies 
a generally had to carry out the duties of the Counter Intelligence 

orps. 

Mr. MacIntyre. Did you do some work of that nature for the 
United States Government subsequent to World War IT? 

Mr. Newtrru. No, sir. After the end of the war, I returned to this 
country. 

Mr. MacInryre. Questions have been asked you about your business, 
your company, and its affiliates. Will you explain to the committee 
whether your parent company has any business with Government out 
of this $152 million and what the nature of it is—just to inform 
the committee about the background of the company. 

Mr. NewrrtH. Well, as we are doing a very considerable business in 
strategic materials with the United States Government for stock- 
piling, we have many contacts with the Government through the 
General Services Administration and more recently we have entered 
into contracts—close to $50 million worth—with the Commodity 
Credit Corporation of the Department of Agriculture. 
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We also are stockpiling strategic materials such as manganese, 
chrome, fluorspar, and aluminum oxide. 

Mr. MacIntyre. Therefore the Government is well acquainted with 
the quality and capability of your company ¢ 

Mr. Newrrru. I would think so, sir. 

Mr. Hitz. You don’t have any connection with the storing of tung- 
sten? That is interesting to me. You left that out—tungsten. 

Mr. Newirru. No. Personally, I am not familiar with this par- 
ticular item. 

The CHarrman. Any other questions, gentlemen / 

We have another witness that we wanted to start this morning, if 
we can. 

Mr. SHEEHAN. I have some questions. 

The CHatrman. We want the members to ask questions if they 
desire. 

Mr. Sheehan. 

Mr. SuHeenan. You were testifying before about these offers of sale 
you made last year to OCCF and you were talking in terms of cargo. 
What is the dollar value, roughly, of a cargo? 

Mr. Newirru. Well, sir; cargoes usually call a shipload—a complete 
shipload—Liberty vessels, which is about 9 000 tons and the f. o. b. 

value, meaning the material laid down into the ship at the port of 
shipment, would be depending on the price which has been fluctuating 
considerably lately. 

Mr. SueeHan. Take an average price. 

Mr. Newrrrn. Fifty dollars a ton. 

Mr. Sueenan. A half million dollars per cargo? Did you offer it 
at your best because you testified you made several offers to OCCF 
during the year. 

Mr. Nerwirtu. I offered two cargoes per month starting, I believe, 
in June. 

Mr. Sueenan. That is a million dollars for 3 months. 

Mr. Newirru. Well, it is more; it is until the end of the year. 

Mr. SHEEHAN. How long? 

Mr. Newrrrn. Until the end of the year. 

Mr. SHEEHAN. Starting in May, that would make 8 months. 

Mr. NewirrH. That would make 8 months, including May. 

Mr. SHeeHan. That would make 8 months, including May; is that 
right ? 

Mr. Newirrn. Yes. 

Mr. SHeenan. In other words, you were offering OCCF $8 million 
worth of business during 1957; is that right ? 

Mr. Newirtu. That is right. 

Mr. SHeeHan. Now, you testified shortly before, when I asked you 
how much business your firm did in scrap steel, and you said $5 
en: worth a year ; is that not right? 

Mr. Newtrtu. Yes. 

Mr. SHEEHAN. That is last year. How much are you going to do 
this year ¢ 

Mr. Newirtu. I don’t know. 

Mr. SHeEeHan. Well, now, Mr. Chairman, the point I want to make 
is that here a gentleman testified that his firm, a combined firm, did 
from $150 million to $200 million worth of business a year; and he 
further testified that the 1956 sales of his particular division were 
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$5 million in scrap steel. Here he is trying to get a contract or sell 
supplies to a single customer of 160 percent more than his total sales 
for the year, and Luria Bros. does $600 million worth of scrap steel, 
so I can see very clearly why OCCF or anyone else is rather re- 
luctant to do business with this gentleman, because they do have 
little business in scrap steel. 

That is a personal observation, of course, and we are all entitled to 
our opinion. 

Mr. Yates. Does this witness want to comment on the observation ¢ 

Mr. NewrrtH. Well, first of all, the reason—as the chairman ex- 
plained before, the business has been rising all along in the last few 
years, the reason why we couldn’t sell more than $5 million worth 
of scrap last year was simply because of the existing circumstances. 
OCCF didn’t want to buy and the Japanese didn’t want to buy, but 
would they have continued at the same rate as they had been buying 
before, this ratio would have easily been doubled. 

Now when I offered material—two caroges per month, that was 
within the limit of our capacity. We are a small scrap yard. We 
can handle two cargoes per month. We can’t handle as much as 
Luria can, we admit that, because they are the biggest, but all we 
want is two cargoes per month. 

Mr. SueeHan. I am in the specialty grocery business. I do a half 
a million dollars worth of business. I could do $5 million worth if 
I could find the customers. 

Mr. Yates. Mr. Chairman, the import I get from the witness’ 
testimony so far is that the complaint exists because OCCF does 
not want to do business with your firm. 

Mr. Newirru. Not only with us, but with others. 

Mr. Yates. With others. What others? 

Mr. Newtrru. In favor of Luria. 

Mr. Yates. You mentioned the fact the Japanese cartel does busi- 
ness now with six firms. 

Mr. NewirrH. That is right. 

Mr. Yates. Does the European cartel do business with those six 
firms? Does OCCF do business with those six firms or does it deal 
exclusively with Luria ? 

Mr. Newirrn. It sells, as I stated before, or deals with other firms. 
The OCCF does, to a small extent. 

The CHarrMan, Any other questions ? 

Mr. Yates. I have some questions. 

Mr. SuHeenan. I still had some queStions whe. I yielded to you. 

Mr. Yates. I am sorry, I wasn’t aware of that. You made a per- 
sonal observation and then sat back and I thought you were through. 

When you are through, I have some questions. 

Mr. SHeewHan. One other point I want to make. In response to 
Congressman Brown you stated that the State Department interceded 
in 1955 to stop the exclusive contract arrangements. Was that right 
or wrong ¢ 

Mr. NewirrH. Well, to eliminate the exclusive. 

Mr. SHeeHan. Now, where does your knowledge come from? Do 
you know who in the State Department stopped this? 

Mr. Newrrrn. I don’t know that. We had a lawyer at that time 
handling this matter for us and whatever I say is according to the 
information I received from the lawyer. 
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Mr. SueeHan. In other words, you have no direct evidence of who 
it was in the Department ? 

Mr. Newirru. I was not in contact directly with the Department. 

Mr. SueeHAn. So it is just hearsay as far as you are concerned? 

Mr. NewirtH. We have received our information through our law- 

er. 

Mr. SHeeHan. One final question. You talked about Associated 
Metals being started in this country approximately 32 years ago and 
prior to that time was existing in Europe, is that right? 

Mr. Newirtu. That is right, sir. 

Mr. Sueenan. Is the control of your corporation, and by control 
I mean majority stock ownership, owned by American citizens? 

Mr. NewirtH. Yes. Yes, of course. 

Mr. SHeeHaAn. You are then an American corporation to the extent 
that 51 percent of the ownership of your stock is American owned? 

Mr. Newirtu. That is right. 

Mr. SHeEHAN. That is all, Mr. Chairman. 

The Cnatrman. The other gentleman from Chicago. 

Mr. Yates. Thank you, Mr. Chairman. 

You stated that the OCCF did business with the six firms. Do you 
know the proportion ? 

Mr. Newirru. Some of the six firms. 

Mr. Yates. Some of the six firms? 

Mr. NewrrtH. Yes; to my knowledge. 

Mr. Yates. Well, what portion of the business goes to Luria and 
what portion goes to the other firms ? 

Mr. Newirru. As was stated before, about 85 to 90 percent of the 
= business goes to Luria and the remainder goes to the other few 

rms. 

Mr. Yates. Is the same situation true of countries in Europe who 
may be outside of the European Community and England? 

Mr. NewrrrH. England has a system which is a little different. 

Mr. Yates. Are you able to sell your scrap to English firms? 

Mr. Newrrtn. No. 

Mr. Yates. Why not? 

Mr. Newrrtn. If you want me to elaborate on this for 2 minutes, 
I can give you the facts. 

Mr. Yates. You have been telling us about OCCF. You have had 
the same experience in not being able to sell to English firms? 

Mr. NewirtH. That is right. 

Mr. Yates. Is there a cartel in England, too? 

Mr. Newrrtu. There is the British Iron & Steel Corp., which is a 
Government office, and they have decided that they will buy only from 
five firms. I have spoken to those people in London and spoken to 
them before. The big contention is while we have been doing busi- 
ness with these 5 firms for 25 or 30 years, and we desire to continue 
our business exclusively with these 5 firms. 

Mr. Yares. Is Luria one of these ? 

Mr. Newrrtu. No, sir. 

Mr. Yates. And Luria gets no English business ? 

Mr. NewtrtH. Not to my knowledge. 

Mr. Yates. What firms do business in England? 

Mr. Newrrtu. In England, to the best of my knowledge, it is the 
Harcon Corp. in Boston; Commercial Metals, Dallas; Laerner Steel 
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& Trading Corp.; a Charles Dreyfus of Philadelphia; and Commer- 
cial Steel Trading Company of New York. 

Mr. Yates. Have you protested to the State Department because 
you cannot break into the English market ? 

Mr. NewirrH. No, sir. 

Mr. Yates. Why not? If you have protested because you cannot 
break into the European market, why have you not protested because 
you can’t break into the English market? 

Mr. NewirtH. Well, we have been protesting to the State Depart- 
ment only at one time, which was in 1954. We found that the Eu- 
ropeans had an exclusive agreement with Luria. After that date 
we never protested to the State Department any other time except 
as to Butterworth in Luxembourg, merely to ask for his advice and 
assistance. 

Mr. Yarrs. In Europe there exists an exclusive relationship of one 
firm with OCCF. In England there exists an exclusive relationship 
of five firms, with the British Steel & Iron Corp. 

Mr. Newirta. Well, they have an exclusive. I wouldn’t want to 
state the exclusive. 

Mr. Yates. Isn’t the situation comparable? Why would you pro- 
test in one case and not protest in the other ? 

Mr. Newrmrtu. Well, because to my knowledge there is no particular 
favoritism there as far as I understand. It is being distributed in 
more or less equal proportion in accordance with the capabilities of 
those firms. 

Mr. Roosrvett. In relation to your protest, is it your feeling that 
the State Department has an obligation or a duty to try to see to it in 
OCCF that you get a chance to bid and if so, on what ground or what 
theory do you think the State Department has that duty ? 

Mr. Newirtu. Well, my opinion was, opinion of our company, that 
since we have been selling there before, that the sudden exclusion is 
actual discrimination, and since these people rely upon the steel scrap 
of the United States and since we are taxpayers, and since we have a 
good case of discrimination and boycott, we thought that our appeal 
is the American authorities. 

Mr. Roosrvetr. Well, if that is true, then why isn’t the same thing 
true in England? I don’t quite follow this. In other words, you are 
excluded from those who are getting it in England. Why don’t you 
make the same protest to the State Department there—you are a tax- 
payer—in relation to their buying it in this country, too? 

Mr. Newrrtu. Well, we didn’t go to the State Department regarding 
England, but I went over to see the people of England and they told 
me, “We will see what we can do. The system might change.” As 
long as there is hope that the system will change, then I don’t feel that 
I should take action against those people. 

Mr. Yates. You stated that in England they do business with five 
firms. Are those firms larger than yourself? 

Mr. Newirtu. I would say larger in the scrap field, in the steel-scrap 
field. 

Mr. Yates. Are they larger in corporate structure? 

Mr. Newrrtu. I don’t think so. 

Mr. Yates. Are they smaller than you? How many are larger and 
how many aresmaller? You have five firms. 
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Mr. Newirru. If you take the total volume, total turnover, I think 
they are smaller individually than our parent company. 

Mr. Yares. So there is no discrimination against small business, is 
there, in the English dealings ? 

Mr. Newirru. I wouldn’t think so. 

Mr. Yares. The reason for my question was that I wondered whether 
any of your problems in OCCF related to the fact that they want to 
do business with a firm that can get better financing, with a firm that 
Was ina position because of its large size, to obtain special advantages 
that a small company doesn’t have. Does Luria have certain advan- 
tages for OCCF which you as a smaller business do not have? Can 
you compete with Luria in an open market ? 

Mr. Newrrrnu. Well, as I said before, Luria has more favorable 
terms on all their contracts, and we certainly all can compete price- 
wise with Luria. Asa matter of fact, | have evidence. 

Mr. Yares. Is there any reason why they should pick Luria over 
you because of the relatively—now I use the term relatively ad- 
visedly—poor credit structure of your company / 

Mr. Newrrru. No. 

Mr. Yares. Are you a triple A-1 company, too? 

Mr. Newrrru. Yes, sir. 

Mr. Yates. So that the question of finances isn’t involved in this 
at all? 

Mr. Newrrtu. No, sir. 

Mr. Yares. Or credit rating. 

Mr. Newrrru. You see there are also spot cargoes being bought 
from time totime. We have even been excluded on those. As a matter 
of fact, many times when people cannot meet the conditions by OCCF 
pricewise they just have to let it go and the OCCF immediately turns 
it over to Luria because they take it on more favorable terms. 

Mr. Yates. Is the European Community the only one in the world 
in which you are discriminated you feel? Of course, in England 
you can’t do business and in Japan you can’t do business. Are you 
able to do business in other countries in the world? 

Mr. Newirru. Yes, sir. 

Mr. Yares. In all other sections of the world ? 

Mr. Newreru. In all others there is fair competition; yes, sir. 

Mr. Yates. Do you know any reason why the Japanese don’t do 
business with you ? 

Mr. Newirtu. The reason is, as stated before, they have decided 
to do their business with six exporters only. 

Mr. Yates. Do you feel this is a fair arrangement ? 

Mr. Newirru. No. 

Mr. Yates. Did you feel it was a fair arrangement in the case of 
England? 

Mr. Newirru. No. 

Mr. Yates. Your objection really is to an exclusive distributorship 
by the Government in Japan or in England ¢ 

Mr. Newrrrn. Right. 

Mr. Yates. And OCCF. 

Mr. Roosrvett. Would you yield at that point ? 

Mr. Yates. I have one more question, and I will yield. 
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Do you have any kind of exclusive relationship in any other coun- 
tries in the world? Do any other companies buy from a restricted 
unit and are you one of them? 

Mr. Newrirru. Relating to steel scrap or the parent company ? 

Mr. Yates. Any kind of relationship of that kind ¢ 

Mr. Newrrtu. Well, this is, of course, in my field, scrap. We have 
about 25 departments and in order to answer this question properly I 
would have to consult with the various divisions in our organizations. 

Mr. Yates. You don’t know this at this time ¢ 

Mr. Newirru. I am not familiar with it. 

Mr. Yates. Would you be surprised if, in fact, you were given an 
exclusive distributorship by some country along with a few others, 
as is the case with steel scrap in England and Japan? 

Mr. Newtrtu. We might possibly have a distributorship of certain 
lines of ores that are being produced, in which case the people need 
financing and need marketing and so on. But this again is being 
done in a competitive basis. “For instance e, these people will contact 
a few dealers and say, “Do you want to take over our mine? Do you 
want to finance our mine? Do you want to handle our output?” 
They might ask this question to 20 parties, and if they find our terms 
the most favorable on the fair competitive basis, we would get the 
distributorship. 

Mr. Yares. Then you will get the distributorship and other com- 
panies will not be able to do business with them in that field. 

Mr. Newrrrn. The other companies would get a chance. 

Mr. Yates. Suppose a new company comes into the field, will that 
new company be given an opportunity to compete with you? 

Mr. Newrrru. If I go to the mining field, it is a vast field and it de- 
pends on the individu: al ore. 

Mr. Yates. You feel that steel scrap isa different type of — ation ? 

Mr. Newrrru. It is a unique situation. Of course, the fact I have 
been trying to bring forward all of the time is that we have been doing 
this on an . absolutely satisfactory basis, satisfactory to OCCF. We 
have been doing business with them. All of a sudden our yard in 
Newark has been excluded, has been excluded because Luria doesn’t 
want it. Now, this we have to fight. This is the purpose I have been 
subpenaed, and I would like at this hearing to bring these facts for- 
ward. 

Mr. Yates. Well, it is perfectly proper for you to give us these 
facts. What I am trying to do is obtain additional facts. I am try- 
ing to find out whether or not your company is guilty of the same prac- 
tices for which you condemn Luria in other fields. 

Mr. Newrrtru. Well, I can state that there is no similar case as far 
as Associated Metals is concerned. 

Mr. Yares. Apparently you don’t find anything objectionable in 
the English practice of having combined the field and finds it wants 
to do business with five firms? You don’t find too great an objection 
to this? 

Mr. Newirrn. I do find it objectionable. I have seen these people 
several times, and they have told me there is a good chance, keep on 
hoping. I have continued to have the hope. 

Mr. YAres. OCCF doesn’t give you the hope. 
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Mr. Newretu. That is different because there we have been per- 
forming in a satisfactory manner and without any reason whatsoever 
except the reason Luria doesn’t want them to buy from us from 
Newark. 

Mr. Yates. How do you know this is the sole reason they are not 
doing business with you, merely because Luria tells them they don’t 
want them to buy from you? 

Mr. Newtrtn. Mr. Rollman, Chief of the Scrap Division, in Luxem- 
bourg, has called the responsible directors of OCCF and asked them, 
Has Associated Metals sold you scrap? They said “Yes.” Has Asso- 
ciated performed in a satisfactory manner? Yes. Are there any 
complaints? No. So why don’t you buy from those people? We act 
on instructions by the president. Well, the president told me that 
he doesn’t want to buy from us in Newark because he has already got 
a company buying for them there. I mentioned this before. 

Mr. Yates. Well, and the point that you make is that what England 
does in 5 companies this company does in 1. In one instance it isn’t 

ood. 
. Mr. Newmrn. Excuse me. I have to finish. 

Mr. Yates. You are opposing this single company monopoly? Is 
that what you are saying? 

Mr. Newrrtu. We are opposing the favoritism shown to one com- 
pany only, you see, because we showed OCCF that they can have a 
savings between $6 million and $10 million a year and nevertheless 
we are being turned down. So all we can say is there is something not 
according to Hoyle. 

Mr. Yates. Thank you, Mr. Chairman. 

Mr. Roosevett. Mr. Chairman, I have just a few questions. 

The Cuarrman. Mr. Roosevelt. 

Mr. Roosevett. In the first instance, the general reason given for 
this monopoly is so that the price structure will not be disturbed; is 
that correct ? 

Mr. Newrrtru. They mentioned that the market is not being dis- 
turbed. 

Mr. Roosrvett. What is meant by that ? 

Mr. Newrmrnu. There can be various analyses on this particular 
statement. I certainly do not know what Mr. Van den Berg had in 
the back of his mind. I tried to elaborate on it further, but since he 
is a man who is very, very hard to see, he confined his statement 
merely to this remark. 

Mr. Roosevett. Now, if a disturbed market resulted from greater 
competition what would be the economic results of that? Would the 
price of scrap rise here and therefore the European community pay 
more money to get scrap here ? 

Mr. Newrrtu. No, sir, because this area around New York does not 
cover the full needs of OCCF. In this area not only material is being 
bought for export, but also for domestic mills. 

Mr. Roosrvett. What are they afraid of? What I am trying to 
get at is there must be some reason he had in the back of his head. He 
must have some knowledge of it. 

Mr. Newrreru. They just want to make Luria happy and not buy 
from anyone else. 
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Mr. Roosevett. Is it because if they make Luria unhappy they 
won’t get enough scrap? Has Luria got enough control over the scrap 
market here so they can blackmail the European community ? 

Mr. Newrrtu. Well, this is a very, very long story. 

Mr. Roosevetrt. Well, this is the story we want to know. 

Mr. Newrrru. It is a very long story. There are a lot of rumors, 
a lot of inferences, which I do not want to make at this occasion here, 
but certainly the arguments which are being used by the president 
are without any foundation. We know, for ‘instance, that they have 
been buying in the past from a company in Philadelphia. We know 
they have been buying in other areas. All of a sudden these areas are 
blacklisted. These areas are off limits to anyone except Luria. 

Mr. Roosevert. But there is a reason for this. This doesn’t just 
happen, and you know it doesn’t just happen. What is this strange 
hold the Luria has over that ? 

Mr. Newrrrn. I think the only people that can answer that would 
be Luria and OCCF. 

Mr. Roosrvett. You haven’t any thoughts on it that you want to 
give this committee? 

Mr. Newtrtn. IT have various thoughts on this matter, but I be- 
lieve I would not want to state them. 

Mr. Roosevett. Well, Mr. Chairman, if the witness does not want 
to state them, the witness isn’t going to help us very much, because 
this is the nub of the matter. 

The CuarrMan. Well, since he is under oath he is possibly reluctant 
to state anything he can’t prove right off, and yet he has a firm 
conviction and thoughts on the subject. 

Mr. Hosmer. Perhaps we can get it into a category. Do you be- 
lieve that the reason that this president of the European Steel Com- 
munity does want to buy from Luria is a matter of, one, poor business 
judgement, or, two, some kind of nefarious arrangement with Luria? 

Mr. Newrrtn. Well, I believe that the reason is favoritism, because 
I have stated before. 

Mr. Hosmer. Yes, but I am trying to find out what this favoritism 
is based on, poor business judgment or some kind of nefarious arrange- 
ment between the president of the European Steel Community and the 
Luria Co. 

Mr. Newretn. All I can say at this stage would be favoritism which 
has been shown toward them. 

Mr. Hosmer. But you do not want to state what you believe that 
favoritism is based upon ? 

Mr. Newrrrn. I can’t make any further statement than that. 

Mr. Hosmer. Do you know or refuse to state ? 

Mr. Newrrtnu. I beg pardon, sir? 

Mr. Hosmer. Do you know but refuse to state or is it that you just 
do not know? 

Mr. Newrrtn. Well, I don’t know as far as my own knowledge is 
concerned, and if I make a statement I want to have some evidence 
for it. I can only go by rumors and by when you see facts as I have 
presented them here, that the community can save its industries be- 
tween $6 million and $10 million a year, and if it doesn’t avail them- 
selves of this opportunity, something is wrong. 
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Mr. Hosmer. Wait a minute. You have stated in your April 23 
letter to the community that the amount of $6 million a year could 
be saved if the entire 200 cargoes were to be supplied on the basis that 
you state you are willing to supply on? 

Mr. Newirrn. Yes, sir. 

Mr. Hosmer. But you could only supply two cargoes ¢ 

Mr. Newrrru. Yes, two cargoes a month. 

Mr. Yates. That is 24a year. 

Mr. Newrrru. Twenty- four cargoes a year out of 220. 

Mr. Hosmer. Did you make offers for the period January, February, 
March, or April? 

Mr. NewrrruH. Yes, sir. 

Mr. Hosmer. And you made then a two-cargo offer ¢ 

Mr. Newirru. Yes, sir. 

Mr. Hosmer. You made a like two-cargo offer for May, June, and 
July? 

Mr. Newrrru. Yes, sir. 

Mr. Hosmer. Have you made offers for the other following two 
quarters of the year / 

Mr. Newrrrn. Yes, sir. 

Mr. Hosmer. Have you received answers on those offers for that 
last two quarters of this year? 

Mr. Newrrtru. Yes, I was advised they cannot buy from us from 
Port Newark, N. J. 

Mr. Hosmer. Had you offered them the same type of thing as you 
offered for the M: ay, June, and July period ¢ 

Mr. Newirtu. Yes, sir. 

Mr. Hosmer. You offered to ship from Florida, didn’t you, or the 
gulf? 

Mr. Newrrru. Yes. 

Mr. Hosmer. Or the entire east coast area / 

Mr. Newirru. Yes, 1 from the east coast and 1 from the gulf. 

Mr. Hosmer. Well, then you said they turned you down on ‘the basis 
of the New Jersey area, but you have offered to ship from elsewhere ? 

Mr. Newirru. Well, since I saw that, since they told me that 2 

cargoes per month from Newark is out, I said, well, we would com- 

promise and give you 1 cargo from Newark and 1 cargo from the 
South, just in order to find some situation to solve the problem, 
but they turned that down, too. 

Mr. Hosmer. Do you know of anybody else that is offering them 
scrap at a Sav ing of $30.000 a cargo ¢ 

Mr. Newirru. We know of sales which have been made. 

Mr. Hosmer. Who? 

Mr. Newrrru. We know of actual sales that have been made along 
the terms on the basis of which we offered oe, material to OCCF. 

Mr. Hosmer. You mean on a two-cargo basis? 

Mr. Newirtru. No, pricewise. 

Mr. Hosmer. Price is only one of the considerations in contracting, 
is it “i 2 

Mr. Newirru. I think in this case it is the primary consideration 
because s qui antitywise was no problem because other people have sold 
quantities on a similar price basis. 

Mr. Hosmer. Do you know whether Luria has been able to offer an 
assured supply over a period of time to this purchaser 
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Mr. Newirtu. Can you repeat this question, es 

Mr. Hosmer. Do you know whether or not Luria has been able to 
offer to this purchaser an assured supply over a period of time? 

Mr. Newtrrn. Well, Luria has an agreement which provides the 
supply of steel scrap with a provision that the quantities will be fixed 
during certain periods, but the price was fixed. 

Mr. Hosmer. In other words, they have offered something different 
than you have, have they not? 

Mr. Newirrn. Well, the agreement is different. 

Mr. Hosmer. And the assurances as to quantity is different, isn’t 
it ¢ 

Mr. Newirtu. Well, they have, as I mentioned before, an agree- 
ment whereby within a certain period the monthly quantities will be 
fixed. 

Mr. Hosmer. You have not made such an offer ? 

Mr. Newirru. No, sir. 

Mr. Roosrver. Is it true, in your opinion, that most of the big 
mills here buy through Luria also domestically to a very large ex- 
tent ¢ 

Mr. Newrrrn. Yes. 

Mr. Roosevetr. Is there a possibility in your mind—and if you 
don’t want to answer this for any reason, why, tell me—is there a pos- 
sibility that the American mills here might do this in order to control 
the market and not upset certain — prices in different areas and 
control it and buy where it was profitably available and when OCCF 
comes into the picture they want to continue that control by giving 
it to Luria, who they know that they can trust not to upset it on a 
domestic basis / 

Mr. Newirtnu. That, I am afraid, is very difficult for me to answer, 
because this is a complex situation which I am not myself in the posi- 
tion to answer. 

Mr. Roosrvet. Is there any feeling in your mind whatsoever that 
there is any fear that Luria has an influence over the export license 
situation which would, if not granted, embarrass OCCF and there- 
fore it is better for them to do business with Luria? 

Mr. Newrrru. One thing I can state is that there is a general fear 
in Europe that if they pull away from Luria or if they don’t give 
Luria all of the business Luria wants that there might be some effect 
in the export licensing from the United States, because the opinion 
in Europe is that Luria is the biggest scrap firm in the world, and it is 
quite likely, it is the contention, it is quite likely that the people of 
Luria have told these people, you better play ball with us because we 
can pull strings. 

Mr. Roosrverr. In other words, they are afraid that their supply 
might be cut off by Luria using influence in order to stop the lic ensing 
of further exports / 

Mr. Newrrtrn. That might be on their minds. 

Mr. Roosevet. Is it or isn’t it? 

Mr. Newirtrn. Partly I would say it is, partly might. 

Mr. Roosrverr. Therefore it would be of great assistance if the 
Department of Commerce and the State Department could make very 
clear to the European community that no one had that control over 
licensing. That is all, Mr. Chairman. 

The CuHamman. Had you finished, Mr. Hosmer ? 
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Mr. Hosmer. Did I understand your answer to my question as to 
why you felt that there was favoritism by OCCF that you didn’t want 
to state because the opinion that you have is based upon deductions 
and rumors rather than facts that you could lay before the committee ? 

Mr. Newirtu. Right, sir. 

Mr. Hosmer. In other words, you don’t have the actual facts as to 
why OCCF is dealing with Luria in such large amounts? 

Mr. NewtrtH. The only facts I do have is that Luria is getting more 
for everything. They are getting more for loading, they are getting 
commission, they are getting 60 cents on quality, they are getting a 
better price, and that is all in compliance with facts. ‘ 

Mr. Hosmer. There isa sentence in this April 23d offer of yours rela- 
ting to price that reads as follows: 

The average composite price of the five composite prices prior bill of lading date 
to govern. 

Is that fixing the price at which you wanted to sell these two cargoes? 

Mr. Newirtu. Yes, we had our previous contracts when we did busi- 
ness with them, and that was the price formula. 

Mr. Hosmer. What does that mean ? 

Mr. Newirtnu. It means that the price which is published in the Iron 
Age during the 5 weeks prior to bill of lading date, these 5 prices are 
being taken and averaged out. In other words, you take 5 times, if 
the composite is $50, 5 times 50 is 250, and you divide it by 5 and the 
price is $50. 

Mr. Hosmer. Do you know of your own knowledge what price 
OCCF paid Luria for the period of this offer or is paying them ? 

Mr. Newrrru. Well, that is a very complicated procedure because 
that probably will not be known before 3 months after shipments or 
2 months after shipments. 

Mr. Hosmer. Then you do not know whether this offer would actu- 
ally have saved the community $30,000 ? 

Mr. Newirtu. I do know the offer would have saved the community 
at least $30,000, because, as I mentioned before, on a cargo of 9,000 
tons Luria is getting commission, $1.25 a ton, which is about $10,000. 
They are getting 60 cents for quality, which is about $5,500. 

Mr. Hosmer. I asked you if you knew of your own knowledge what 
they were paying in connection with their cargoes for this particular 
period, and you said no. Now, that was wrong. You do know of 
your own knowledge? 

Mr. Newirtu. Yes, sir. 

Mr. Hosmer. Allright. Now, go ahead. 

Mr. NewirtH. This would necessitate a price calculation which I 
can give you if you wish. 

Mr. Hosmer. Based on numerous factors ? 

Mr. Newirru. On actual factors. 

Mr. Hosmer. Do you know whether those average out during the 
year ? 

. Mr. Newrrtu. I would say that they average out during the year 
to about—taking as a basis the last 3 or 6 months—I would say they 
have been paying Luria more than this offer or some of the trans- 
actions made by other firms who got a small share of the business— 
I would say that the OCCF would have saved about $40,000 per cargo. 
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Mr. Hosmer. Luria prices are based for the whole year’s shipments 
on some kind of formula ? 

Mr. Newtrtn. They have a formula. 

Mr. Hosmer. So possibly if the prices went up instead of down or 
down instead of up, the community might be paying less instead of 
more or vice versa ¢ 

Mr. Newirtu. In the end it will average out and come out the same 
thing as far as the composite price is concerned. 

Mr. Hosmer. You are selling on the basis of a composite price for 
a particular period of time ? 

Mr. Newrrtn. Yes. 

The CuarrmMan. Would it be all right to put the letter in now, Mr. 
Hosmer ? 

Mr. Hosmer. $3.50 for loading. There is one other thing I want 
to find out. Do you know for the May, June, and July period what 
Luria is getting for loading ? 

Mr. Newmrn. Well. according to information I have, they have 
charged in some cases $6, or $5.50. 

Mr. Hosmer. I am asking about this period because it might vary. 

Mr. Newrrru. Oh, this period, I wouldn’t know because the material 
is for shipping in May, June, and July. 

Mr. Hosmer. So you don’t know whether they would be getting 
more than $3.50 or less ? 

Mr. Newirrn. I know in the past we have been getting $3.50 and 
Luria I know has been getting in the past an average of over $4.25. 

Mr. Hosmer. Don’t the prices vary during periods of the year in 
view of conditions of loading and other things? I don’t want to 
compare peaches and apples. 

Mr. Newrrru. It might change in case of rate increases. It might 
go up a bit, but Luria always gets the benefit of it. 

The Cuairman. Without objection, the letter will be inserted at 
this point in the record. 

( The letter is as follows :) 

BrusseELs, April 23, 1957, 
Mr. PIrTer Rupotr BENTZ VAN DEN BERG, 
Directeur, Koninklijke Nederlansz Hoogovens en Staalfabricken N. V., 
Ijmuiden (Holland). 


DEAR MR. VAN DEN BERG: We would like to thank you and Mr. Walkate for 
your kind reception of Mr. Marmot and the undersigned last Friday. 

The purpose of our visit was to express our surprise at our virtual exclusion 
from supplying any steel scrap to the OCCF during the last 6 months, in spite 
of the fact that our offers have been extremely competitive and particularly 
since our past performances have been entirely satisfactory. 

We have acquainted you with the fact that we have our own yard operation 
at Port Newark, N. J., where we are located right on the docks and consequently 
are in the position to assure you of a speedy loading and dispatch of your vessels. 

We also mentioned to you that we are one of the largest importers of steel 
from the Benelux countries and we think that this also should be taken into 
consideration when scrap export orders are being allocated. 

You pointed out that you already have a supplier in Newark and therefore 
you do not wish to contract for additional material from that area. We pointed 
out to you that New Jersey and New York are large industrial areas where 
considerable quantities of scrap are being generated. Such material is being 
exported by many parties and in view of the fact that the individual exporters 
have their loyal suppliers the price as such is by no means affected because of 
the existing competition. Neither is the composite price (on which your con- 
tracts are based) affected by the New York market since Philadelphia, Chicago, 
and Pittsburgh are used as the basis for the composite computation. 
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We have explained to vou that we believe our terms and conditions will give 
you a considerable financial advantage over those presently in existence between 
you and Luria; in fact we believe that such savings may average as much as 
$30,000 per cargo. Considering that Luria is supplying between 80 and 90 per- 
cent of your requirements, or roughly 200 cargoes per year, the total savings 
could amount to about $6 million per year. We believe that the authorities 
should be most desirous to secure such substantial savings and consequently con- 
sider increasing the acquisition of cargoes outside of Luria. 

Enclosed please find copy of our today’s offer to the OCCF and we also wish 
to confirm our telegram to you reading as follows: 

“Referring Friday visit, submitted your office Brussels offer two cargoes 
May/June/July shipment OCCF option but offer declined. Rejection offer in- 
comprehensible as price approximately $30,000 per cargo below Luria terms and 
consequently our offer extremely beneficial for European Steel Community there- 
fore would appreciate your reconsideration.” 

The undersigned will be reachable at the office of Marcel Duhaien, 140 Avenue 
Prekelinden, Brussels, Belgium; cable address: Madu Brussels. 

Looking forward to hear from you, we are, 

Very truly yours, 
ASSOCIATED METALS & MINERALS Corp., 


S. A. NEWIRTH. 


ASSOCIATED MeTaLs & MINERALS Corp., 
New York, N. Y., April 28, 1957 
Re steel scrap from the U. S. A. 
OFFICE COMMUN DES CONSOMMATEURS DE FERRAILLES (OCCF) 
86, Rue Ravenstein, Brussels, Belgium. 

GENTLEMEN: We hereby wish to submit to you the following offer: 2 cargoes 
steel scrap (18,000 tons) consisting of 3714 percent No. 1 heavy melting, 371% 
percent No. 2 heavy melting, maximum 25 percent No. 2 bundles. Loading be- 
ginning during May, June, July 1957 at your option, to be shipped in our option 
from the east coast and/or gulf and Florida area at the following prices: HMS 1, 
at composite; HMS 2, at composite, minus $4; No. 2 bundles, at composite, minus 
$8; all plus $3.50 for loading. 

In case of shipment from the gulf or Florida these prices are to be reduced 


by $2 per ton. 
The average composite price of the five composite prices prior bill of lading 


date to govern. 
All prices are understood per long ton of 2,240 pounds. Other terms and con- 


ditions as customary between us. 

Hoping you will accept our offer and thanking you in anticipation, we are, 

Very truly yours, 
S. A. NewirrH. 

Mr. Hosmer. I have no further questions, Mr. Chairman. 

The CuAtrman. The House is now meeting and there is a quorum 
call on. We will set the time for this afternoon for 2 o’clock. If 
anything should appear, of course, we will be here, but, of course, 
we will have to announce we will not have the hearing. But I believe 
we will have the hearing because there will be gener: il debate on a bill, 
and I think we will have permission to sit. W ithout objection we will. 
Mr. MacIntyre has one question he wishes to ask. 

Mr. MacIntyre. I want to ask, Mr. Newirth, if you have a copy of 
the contract between OCCF and Luria. 

Mr. Newrrtu. Yes, sir. 

Mr. MacIntyre. Would you supply that to the committee for in- 
clusion in the record ¢ 

Mr. Newirtu. Well, this is a contract of October last year, and we 
understand this contract has been changed—the terms and conditions 
have been changed in the meantime. 
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Mr. MacIntyre. Will you supply us with a copy of that so we may 
include it in our record ¢ 

Mr. Hosmer. I will object to the contract unless it is the current 
one, of course. 

The Cuairman. He says it is last year’s and there have been other 
contracts made. 

You will be available for questioning if anybody wants to ask ques- 
tions about it. 

Without objection, we will stand in recess until 2 o’clock this after- 
noon in this committe room. 

(Whereupon, at 12:10 p. m., the committee recessed until 2 p. m. 
of the same day.) 

AFTERNOON SESSION 


(Present: Representatives Patman (presiding), Yates, Roosevelt, 
Brown, and Hosmer. ) 

The Cuarrman. The committee will please come to order. 

Mr. Jacob Feldman, Commercial Metals Co., Dallas, Tex. 

Do you solemnly swear that the testimony you are about to give 
before this committee will be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Fretpman. I do. 


TESTIMONY OF JACOB FELDMAN, PRESIDENT, COMMERCIAL 
METALS C0O., DALLAS, TEX. 


Mr. MacIntyre. Will you identify yourself? 

Mr. FetpMan. My name is Jacob Feldman. I am president of 
Commercial Metals Co., of Dallas, Tex. 

Mr. MacInryre. Have you given your name and address to the 
reporter / 

Mr. FetpMAN. Yes, sir. 

Mr. MacIntyre. Will you describe the nature of the business of 
yur company ¢ 

Mr. Fetpman. Chiefly ferrous and nonferrous metal scrap. 

Mr. MacIntyre. And that consists of buying that scrap from 
gatherers and reselling it? 

Mr. FretpMan. Yes, sir; it does. 

Mr. MacIntyre. Do you do business in the domestic trade and in 
export ¢ 

Mr. FeLtpMAN. Yes, sir; we do. 

Mr. MacInryre. What area of the country do you sell in domestic 
trade? 

Mr. FetpMan. We sell in the West Coast, in the Middle West, 
Chicago, St. Louis, in Texas, some in Birmingham area, the Alabama 
area, 

Mr. MacInryre. What about the export business that you do? 
To what countries do you export? 

Mr. Fetpman. We export primarily to Japan, OCCF countries, 
Mexico, England, Yugoslavia, Spain—I think that covers most of 
the field. 

Mr. MacIntyre. How long ~_ you been in the export trade? 

Mr. FetpMan. About 30 year 
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Mr. MacIntyre. And how long have you been ee ting to Japan? 

Mr. FetpMAn. Well, our company was born in about 1930 or 1931. 
Prior to that time our predecessor company did business with Japan 
and also with European countries in the late 1920’s—1926 and 1927 
and 1928. 

Mr. MacIntyre. What about Europe? Have you been exporting 
to Europe over a number of years? 

Mr. Fertpman. Yes, sir; we have. 

Mr. MacIntyre. Have you been exporting to the OCCF as part of 
your European business since 1953 ? 

Mr. FetpmMan. Yes, sir; we have. 

Mr. MacIntyre. During the entire period since 1953? 

Mr. Freitpman. No, sir; at one time Luria Bros. had the exclusive. 

Mr. MacInryre. What period of time was that ? 

Mr. Fetpman. Well, I think that covered the beginning of the ex- 
port movement in 1953 up until about—well, I think until about 
the beginning of 1956. 

Mr. MacIntyre. So between 1953 and 1956 you were not able to 
participate in export to OCCF because of Luria’s exclusive dealing 
with them ? 

Mr. FeitpmMan. That is correct, sir. 

Mr. MacIntyre. And since the period of 1956 you have done some 
exporting to OCCF ? 

Mr. FetpMan. That is correct, sir. 

Mr. Hosmer. How much ? 

Mr. Fretpman. Well, we have been averaging about, I would say, a 
cargo a month, about 9,000 tons a month for about 15 or 16 months. 

Mr. Hosmer. And are you one of the largest shippers to OCCF now 
except for Luria? 

Mr. FetpmMan. Yes, sir: I think next to Luria we are the largest. 

Mr. Hosmer. And yet you are shipping only a cargo a month? 

Mr. Fetpman. That is correct, sir. 

Mr. MacIntyre. Out of all of the millions of tons that they are 
taking ? 

Mr. Fevpman. That is correct, sir. 

Mr. Hosmer. How much in money does that amount toa year? 

Mr. Ferpman. At an average price of, say, $50 that would be four 
or five hundred thousand dollars a ship, 414 to 5 million dollars a 
year. 

Mr. MacIntyre. Is there any reason for you to believe that Luria’s 
contract with OCCF results in higher prices being paid by OCCF 
for purchases of scrap than would ‘be the case without that contract ? 

Mr. Fetpman. My candid opinion is, yes, that they are paying more 
than they have to for scrap, because I know the prices we are getting 
in our contract are lower than what Luria is selling for. 

Mr. MacIntyre. You heard testimony here this mor ning about light 
loading of cargoes by Luria. Is that one of the things that you would 
attribute the higher prices to? 

Mr. Fevpman. Definitely. 

Mr. MacIntyre. Will you enumerate the others that you have in 
mind ? 

Mr. Ferpman. Luria gets more for stevedoring than we do. In 
other words, they get a higher loading cost for loading their steamers 
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than we get. Luria gets a commission which has varied from $2 a 
ton down to $1.25, and now I think it is $1.25, plus 60 cents a ton. 

Mr. MacIntyre. Who pays that commission ? 

Mr. Fetpman. The OCCF countries pay that commission. 

Mr. MacIntyre. Isn’t Luria representing to some of the smaller 
scrap dealers in this country that they are a broker and are repre- 
senting the interests of the small dealers in selling that scrap abroad ? 

Mr. Freitpman. I don’t know what Luria is representing to the small 
dealers. All I know is that through their getting more money for 
their scrap, they are in the position to pay more money and deal us 
misery in our area. 

Mr. MacInryre. But they are being paid a commission by the other 
party to the transaction ? 

Mr. FreipMan. That is correct, sir. 

Mr. Hosmer. May I ask this question. Luria is going out and buy- 
ing scrap at a higher price than you are able to pay for it, is that 
right ¢ 

Mr. FeitpmMan. That is correct, than we are able to pay and make 
money. I mean, we can’t buy scrap any cheaper than Luria. We 
don’t. expect our customers to sell us scrap at a lower price than what 
Luria is offering. 

Mr. Hosmer. You told me that Luria was offering a higher price for 
scrap to the same people you are trying to buy from ? 

Mr. Fetpman. That is right, and we have to meet that competition 
in order to fill our orders. 

Mr. Hosmer. Well, you couldn’t normally expect anybody to sell 
you stuff cheaper than they can sell someplace else, can you 

Mr. FerpMan. You are correct, sir. 

Mr. Hosmer. That is all. 

Mr. MacIntyre. Will youe xpi iin how the inspection is made of the 
scrap that you export to OCCF? 

The Crarrman. The bell has rung, so we will have to suspend until 
the rollcall is over. 

(Whereupon, a recess was taken for a rolleall.) 

The Cruamman. The committee will please come to order. 

You may resume your questioning, Mr. MacIntyre. 

Mr. MacInryre. Mr. Feldman, when we recessed you were about to 
tell us about some of your experience in export of steel scrap. I un- 
derstand you have a prepared statement which will cover that ground 
as well as other aspects of your business in the matter under inquiry 
here. I suggest you proceed and make the statement you have 
prepared. 

Mr. FritpMan. Do you want me to read the statement ? 

The Cuarrman. Would you rather read the statement ? 

Mr. Fetpman. Yes. 

The CHarrmMan. You may proceed in your own way. 

Mr. FerpMan. Thank you. 

My name is Jake Feldman. I am president of Commercial Metals 
Co., Dallas, Tex. While Commercial Metals is vitally interested in 
all Government policy affecting the export of all metals—ferrous and 
nonferrous—for purposes of this discussion, I will limit myself to com- 
ments regarding iron and steel scrap. I am grateful for the oppor- 
tunity to ‘testify : and to offer whatever help my firm can to the commit- 
tee in its deliberations. 
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For the past 20 to 25 years, Commercial Metals has been exceedingly 
active in the export, as well as the domestic, iron and steel-scrap busi- 
ness. It is my purpose today to relate some of our experiences in the 
export business, some of our difficulties of doing business, particularly 
in Europe, and something about the way export controls have affected 
our business and opportunities of doing business. It may well be, in 
the limited time available, that I will gloss over certain prominent 
points or skip some entirely. Please feel free to raise any questions 
at any time if I do not cover points involved to your satisfaction. 

First, I should like to say that I have had an opportunity to read 
the statement of Mr. Stanley Diefenthal, who testified Monday morn- 
ing. I would like to compliment Mr. Diefenthal on his presentation 
and would generally agree with what he has submitted into the record. 

Before I go into specific points about some of our experience in the 
export business, I should like to make one general comment with 
respect to United States policy on the exportation of iron and steel 
scrap. Even though the business of my firm is buying and selling 
scrap metals, both domestically and for export, I believe that I can 
make this comment in good faith as a citizen and taxpayer. It ap- 
pears to me, if it is the policy of the United States Government to 
develop the economies of Great Britain, France, West Germany, Italy, 
the Benelux countries, and Japan, that we must be prepared to supply 
scrap to those countries. I understand that their requirements for 
scrap in the future, particularly the [ron and Steel Coal Community, 
will decrease as a result of technological improvements in their mills 
and production facilities. Our failure to provide the scrap needed 
now for their mills will force them to depend more upon the importa- 
tion of pig iron, even as it already has to some measure. 

I have heard it stated by the exponents of a restrictive policy that 
unless exports of scrap are restricted, American mills will be faced 
with a shortage of raw material. I believe I can state categorically 
that to this date, no American mill has been forced to shut down by 
reason of a shortage of iron and steel scrap. Although, over the 
years, we have built up a substantial export business, we are still de- 
pendent for about one-half of our business on the domestic market for 
the bulk of our business. 

In Texas, we have two mills of which we are fairly proud. One is 
Lone Star Steel and the other, Sheffield. Despite the fact that we, as 
well as our competitors, have sold for export substantial quantities 
of iron and steel scrap from the Texas and southern areas, these mills 
have not been faced for a single day with a shortage of scrap to meet 
their every requirement. 

Texas and the South in general, participating in a rapidly growing 
economy, is a surplus scrap generating area. We cannot compete w ith 
northern yards in selling our local scrap to the big mills. Accord- 
ingly, we are dependent upon exports. 

Much reliance has been placed by Government agencies on the now 
famous Battelle report in substantiating the necessity for restricting 
the export of heavy melting scrap. Mr. Diefenthal, in his testimony, 
pointed out some of the weaknesses of the Battelle report. There are 
two other points that I should like to briefly mention. 

As I read conclusion No. 4 of the Battelle report, it appears to me 
that this report does not state that the United States is faced with 





IRON AND STEEL SCRAP 131 


a shorage of heavy melting scrap but rather that the rate of increase 
in the he: avy melting scrap reservoir would be reduced. 

Further, as far as I could tell, the Battelle report, as well as the 
report of the Department of Commerce, did not take into account the 
relationship of price to obsolete scrap generation. This strikes me 
as a very serious omission. I don’t believe there can be any doubt 
that an increase in the price of scrap tends to increase scrap collection 
and generation. At certain prices, farmers, small-business men and 
others would be prepared to dispose of old and obsolete equipment, 
much of which would fall into the category of heavy melting, whereas 
at_ substantially lower prices, the incentive for such sc rapping by 
American industry and agriculture and collection by the thousands of 
small-business men in the ser ap business is reduced. 

In times of national emergency, there can be no question about the 
necessity of preserving America’s ‘stockpile of scrap for domestic use. 
We are not now in such a period of time. Inventories of scrap at the 
steel mills are high. The composite price of iron and steel scrap has 
declined steadily since the end of November 1956, from a level of 
about $64 per ton to present prices of around $45 a ton. This, in- 
cidentally, is several dollars less than it was a year ago. The com- 
posite wholesale price of finished steel has increased from $0.058 per 
pound a year ago to over $0,063 currently and further increases in the 
price of finished steel are expected. 

At this juncture, I should like to tell the committee about our 
experience in attempting to do business in Europe, particularly with 
the OCCF. It is no secret that exports to Europe are handled pre- 
dominantly—about 80 percent—by the combine composed of Luria 
Bros., Schavione-Bonomo and Western Steel. The percentage of 
total imports from the United States which the community had orig- 
inally negotiated with this combine was 100 percent. It was only after 
strenuous protestations from the United States State Department that 
the percentage was lowered somewhat so that other exporters could 
also participate. I would like to add parenthetically in a very small 
minute fashion. 

We have found that during the past few years, it has become in- 
creasingly difficult to do business in E urope even though European 
requirements for iron and steel ser ap have not diminished. It ap- 
pears that our largest competitor, Luria Bros., has somewhat convinced 
the OCCF of the value of an almost exclusive contract. All of our 
efforts and as far as we know those of other exporters to obtain con- 
tracts with terms similar to those under which the Luria group sells, 
has been without success. 

What we fear today is that unless steps are taken to return the Euro- 
pean export market to the competition of free enterprise that our 
other large market, Japan, will also fall into the exclusive province 
of Luria Bros. In fact, today a very large percentage, I would esti- 
mate about 40 percent of total shipments to Japan, are made by 
Luria Bros. 

In this respect, I should like to comment on how the policies of the 
Department of Commerce in administering the licensing of iron and 
steel scrap exports facilitated, possibly unwittingly, in the develop- 
ment of the Luria trend toward monopoly. 
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Mr. Hosmer. At that point may I ask you, Mr. Feldman, you do 
participate in those sales to Japan, do you not, to the extent of cur- 
rently 155,000 tons? 

Mr. Fretpman. No, sir, we participated to the extent of 400,000 
tons for this year. They are yearly requirements for fiscal 1957, but 
we did not participate when Luria got the exclusive contract toward 
the middle, around July or August of last year, when Luria got an 
exclusive contract for 335,000 tons, which was what the gentleman’s 
agreement was between the State Department and the Japanese 
officials, one million eight. Luria took up the entire slack and got 
an order for 335,000 tons to complete that 1,800,000 tons se hedule. 

Mr. Hosmer. For the period of your 400,000 tons contract, what is 
the size of Luria’s contract with the J: apanese # 

Mr. Fetpman. At the present time it is 600,000 tons. 

Mr. Hosmer. Is there any price differential between what the 
Japanese are paying you and paying Luria? 

Mr. FetpmMaAn. The price is the same, as I recollect. 

Mr. Hosmer. It is unlike the European situation. 

Mr. Fe_pman. That is correct, sir. There may be some minute 
differences with respect to loading. I think Luria may instead of 
loading 8,800 tons per cargo, they may have a smaller minimum. In 
other words, they might have been given a minor concession. 

Mr. Hosmer. Is there a company supplying an amount equal to 
yours to the Japanese ? 

Mr. Ferpman. There is one shipping more, Hugh Neu, 450,000 tons. 

Mr. Hosmer. What is the name of his corporation ? 

Mr. Fetpman. Hugh Neu. 

Mr. Hosmer. Do you know how much National Steel & Metal has? 

Mr. Ferpman. As I recall either 100,000 or 150,000. 

Mr. Hosmer. Thank you. 

The Cuarmrman. You may proceed, and if we can, gentlemen, I wish 
we would let him finish his statement. It is possible he will answer 
some of the questions before he gets through. 

Mr. Hosmer. I have read this statement, and he hasn’t answered 
that one, Mr. Chairman. 

The Cuatrman. Yes, sir. 

Mr. Fertpman. In March 1955, the Department of Commerce, in 
an effort to slow up the export of iron and steel scrap from the United 
States, announced, as a requirement, that with each application for 
an export license, a bill of lading indicating a previous shipment 
during a very limited period early in 1955, would be required. When 
this announcement was issued, our firm had bills of lading which the 
Bureau of Foreign Commerce considered valid for licensing pur- 
poses. Our largest competitor had between 25 and 30 bills of lading 
as a result of his monopoly in Europe. Several months after this 
requirement was instituted, total shipments to E urope, the area in 
which our competitor was using his bills of lading, declined substan- 
tially. 

Accordingly, Luria was in a position to go to Japan and offer to 
supply the Japanese mills with very substantial tonnages on the im- 
plication that they alone could supply these tonnages and their com- 
petitors could not. In part this was true because of the large number 
of bills of lading available to our competitors at that time for J: apanese 
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business, compared with the very few available to other firms which 
historically had been selling to the Japanese. 

Mr. Hosmer. I am puzzled by the phrase “available to our com- 
petitors.” Are you talking about Luria there? 

Mr. FetpMan. Yes, sir. 

Mr. Hosmer. That is the only one you are talking about? 

Mr. FetpmMan. Yes, sir. 

Mr. Hosmer. Thank you. 

Mr. FetpmMan. On August 11, 1956, a Japanese trade publication, 
the Trader’s Chronicle, stated : 

In this connection, steel mills have explained that they had decided to give 
a contract to Luria Bros., as the latter is believed to be the most dependable 
shipper to get export licenses from the Washington administration. Other 
shippers have chance, only if they are capable of obtaining export licenses, 
they explained. 

Mr. Hosmer. I have a question again. The Trader’s Chronicle, 
is that a private publication in Japan? 

Mr. FeipMan. It is a Japanese trade publication, sir. 

Mr. Hosmer. Is it a private publication or a publication of the 
Japanese Government ? 

Mr. Ferpman. Private publication, sir. 

Mr. Hosmer. Thank you, sir. 

Mr, Fetoman. It was not until September 1956 that the Depart- 
ment of Commerce recognized the implications of its regulation in 
fostering a monopoly in the export of iron and steel scrap. At that 
time, the bill of lading requirement was removed. The damage, how- 
ever, had been done. The Japanese received the impression, and 
this is often as important as fact, that Luria Bros, had special influ- 
ence in Washington and could obtain licenses when others were 
restricted. 

Again near the end of 1956 when the Department of Commerce 
requested Japan and the community to go slow on their purchases 
of iron and steel scrap from the United States, our company informed 
our Japanese customers of American policy and indicated that con- 
tinuing heavy imports might react negatively in terms of United 
States Government policy. During this period, our competitors ob- 
tained a now famous exclusive contract for approximately 335,000 
tons of iron and steel scrap. Again, whether fact or impression, the 
Japanese were led to believe that through doing business pre- 
dominantly with one firm that their own interests would be better 
served. 

After this episode, our competitors were well on the way toward 
an almost exclusive contract for the total Japanese requirement. 
Again it was only after very vigorous protestations on the part of 
the American Government and explanation to the Japanese industry 
by American Embassy officials in Japan regarding the American 
policy of free enterprise that the Japanese, in negotiating their re- 
quirements for iron and steel scrap, divided their business up between 
six firms. 

Mr. Chairman, may I make a remark here aside from this state- 
ment ? 

The Carman. You may go ahead, sir. 

Mr. Frertpman. I flew to Japan on 24 hours’ notice and figured that 
I would be gone a week or 10 days to try to present our picture to 
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the Japanese, that this contract which they had given Luria for an 
exclusive arrangement was detrimental to the interest of the Ameri- 
can scrap-steel industry and was also detrimental to the Japanese to 
put their entire picture in the hands of one firm, and I stayed there 
514 weeks. I think that the efforts of our company, together with 
the efforts of Southern Scrap and National Metal and the other inde- 
pendents who went over there and fought prevented Luria from get- 
ting a much larger tonnage than they had received. It is my im- 
pression that they might have received 900 000 tons or a million or 
possibly more if we hadn't gone there and fought them tooth and nail 
to see that they didn’t monopolize the Japanese market in the same 
fashion as they have monopolized the market in Europe. 

Mr. Hosmer. Were your figures just quoted applicable to the 1957 
year? 

Mr. Fetpman. Yes, sir. 

Mr. Hosmer. Were you satisfied with the amount of the business 
you got ¢ 

Mr. Fetomay. Is anybody ever satisfied with the amount of busi- 
ness he gets? 

Mr. Hosmer. W ell, I presume not from what we have heard so far, 
anyway. 

Mr. Fetpman. I don’t think we are satisfied. At the same time we 
want the market open and free to where it is not monopolized by any 
one firm. 

Mr. Hosmer. I suppose if you had gotten the 600,000 tons, though, 
we would be having these hearings about you inste: ad of Luria, isn’t 
that about right ? 

Mr. FetpMan. What you have got to do is take the whole picture 
and see that Luria has a monopoly in the European countries. 

Mr. Hosmer. I think you have done a creditable job of breaking that 

, but when you tell me about the rigors of a trip to Japan, T can't 
bleed very much for you, because I recognize this is a competitive 
business in which you have alw ays had to go out and fight for your 
business; isn’t that true, whether foreign or domestic / 

Mr. FetpMan. That is right, but this countr y is a free country, and 
your Department of Commerce is supposed in the interests of fair 
play, is only supposed to issue licenses in such fashion to where no 
monopoly is created to where one firm dominates the entire export 
market. 

Mr. Hosmer. In other words, you are not down here to ask the 
United States Government to tell purchasers who they are going to 
do business with? You merely want these regulations to be in such 
manner that their side effects or direct effects don’t bring about the 
difficulties you mentioned ? 

Mr. Fetpman. That is right, and create monopoly. That is, the 
avenues have to be open to where somebody through efforts of quality 
price, service, can get a fair share of the market. 

Mr. Hosmer. You r sally wouldn’t have competition if the Govern- 
ment came in and said, Mr. Purchaser, you have got to do business 
with X number of supplies? 

Mr. FetpmMan. That is correct. 

Mr. Hosmer. You just want the ground rules set up so you feel you 
have got an even break ? 
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Mr. Fe_pmMan. That is correct, sir. 

Mr. Hosmer. Now, tell me this: Had these requirements respecting 
bill of lading continued on and that original hump gotten over as to 
the 30 bills of lading that this one firm had outstanding, would it then 
have leveled out and you would have been more on an even keel? 

Mr. Fretpman. No, I don’t think so. I think the Department of 
Commerce, without knowing it, helped Luria Bros. create this monop- 
oly, and when they saw what was happening I think they immediately 
rescinded that requirement. 

Mr. Hosmer. It was an unexpected side effect of the particular 
regulation ¢ 

Mr. Fetpman. Yes, sir. Asa matter of fact, when I was in Europe 
we made contracts with OCCF. We had told them that we had 
opened offices in Norfolk and we had made financial commitments 
there to some of the large suppliers, and originally we were permitted 
to ship from Norfolk and Richmond, and I am sure that when Luria 
got wind of that—well, after we had made a shipment or two out of 
Nor folk, the OCCF told us, “Listen, we don’t want you guys buying 
scrap for us in Norfolk and Richmond.” When I asked them why, 
they said, “Listen, we have other commitments in that area.” 

Mr. Hosmer. Then there is no present activity of the Federal Gov- 
ernment that is encouraging OCCF to buy most of their product from 
Luria ¢ 

Mr. FetpmMan. Well, as a matter of fact, I think the Government 
has been extremely helpful. I think the State Department has been 
helpful especially in Japan, but the point I am trying to drive 
through here is that they haven’t done the job in Europe. Europe is 
where Luria has the monopoly. 

Mr. Hosmer. You told me a minute ago you just wanted the con- 
ditions set up insofar as the Government was concerned that you 
would have an even break. You didn’t want the Government to come 
in and say somebody had to do so much business with you and so 
much with X, Y, and Z. What I am trying to get at: Is there any 
particular condition existing now so far as the Government is con- 
cerned that should be changed in order to give you an even competi- 
tive field ? 

Mr. FetpMan. Well 

Mr. Hosmer. Or would it be affirmative legislation ¢ 

Mr. Fevpman. I think the Government can tell the OCCF that here 
we have an export control act, and we have to license steel scrap, and 
in the licensing of steel scrap we want conditions so set up to where 
we have a market available on a competitive basis, and we don’t 
have that competitive basis here now. It is all rigged up for the 
benefit of Luria. In other words, Luria has created what we call 
an octopus. 

Mr. Hosmer. You do want Uncle Sam to go and tell them? 

Mr. FeitpMan. Pardon me? 

Mr. Hosmer. You do want the Government to go and tell OCCF 
to buy steel from you and other people beside Luria, don’t you? 

Mr. FeipMan. We want the thing set up so that everybody that can 
deliver in quantity and quality and price will have an opportunity. 
Even if the system of licensing doesn’t help monopoly like bill-of- 
lading procedure did, I think licensing system should be used in a 














1136 IRON AND STEEL SCRAP 


positive way to prevent monopoly and not limit the licenses to one 
company. 

Mr. Hosmer. In other words, you probably would have Mr. Wil- 
liams there, instead of picking up those licenses 1 in accordance with 
the time that they come in, take one company’s application and then 
take one from all of the rest of the companies in the file before he 

ot back to this first company; is that right, something like that? 
Vould that accomplish your purpose ? 

Mr. FetpMan. We don’t want him to give licenses all to one com- 
pany and perpetuate a monopoly here that will squeeze out all of 
the other competition, because the country was built on free enter- 
prise. 

Mr. Hosmer. He is doing an administrative job of taking them as 
they come in. Maybe he will get 5 from 1 company 1 day and 
5 the next; you don’t want him to do that ? 

Mr. FetpmMan. We don’t want him to give Luria a monopoly and 
force the rest of us out of business to where Luria will have it all 
to themselves. 

Mr. Hosmer. Do you think, if he takes them in rotation according 
to companies, that your objectives would be accomplished ? 

Mr. Ferpman. I think the Government can use this system of 
licensing to prevent Luria monopoly in Europe, which they have at 
the present time. At one time they had exclusive 100 percent. It 
isn’t 100 percent now, but it is 80 to 85 percent, and we want Luria— 

Mr. Hosmer. You want them legislated on the down side, don’t 
you / 

Mr. FetpMan. We want something done to keep them from getting 
all of the business in Europe. We don’t think they are the only good 
firm in the world. We think there are others. 

Mr. Hosmer. I don’t blame you from wanting that. I don’t know 
whether it fits in with the system of our economy or not. 

The CuarrmMan. You may proceed. 

Mr. Ferpman. I contend, Mr. Chairman, that in a free enterprise 
system where material is not short, that restrictions, whether an- 
nounced or operational through “gentlemen’s agreements,” can only 
have the effect of fostering monopolies. As I mentioned before, the 
scrap industry is made up of thousands of small-business men. The 
development of monopolies, whether for the sale of scrap domestically 
or for export, cannot help but work to the detriment of these small- 
business men. Despite the relative small size of the individual scrap 
firm, in the aggregate, their investment in yards, equipment, gather 
facilities and their employment of people is not insubstantial. 

The CuatrmMan. You use the phrase “gentlemen’s agreements.” 
Have you ever heard the phrase “unconversational understandings” ? 

Mr. MacIntyre. Have you finished your statement, Mr. Feldman ? 

Mr. FeipMan. Yes, sir, I have. 

Mr. MacIntyre. Mr. Feldman, aside from any selfish interests that 
you would have as a competitor of Luria in wanting to see this coun- 
try operate without a monopoly in your field, do you have interest as 
a taxpayer and as a consumer to avoid monopolies in all fields? 

Mr. Feirpman. Yes, sir, we do. 

Mr. MacIntyre. In other words, you want competition so that 
you know there is a freedom to enter a market in any field and to 
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carry on business in any field, and that you as a consumer will get 
the benefit of the competition when it is practiced ? 

Mr. Feipman. That is correct, sir. In our own area in Texas we 
have two very large steel mills. 

Mr. MacIntyre. And that is aside from any selfish interests as a 
businessman ¢ 

Mr. Fetpman. That is correct. Neither one of the steel mills in 
Texas have any exclusive arrangement with any individual dealer or 
broker. They have a number of dealers and brokers supplying their 
needs, and we are one of them. There isn’t this monopolistic position 
that Luria is in, for example, at Granite City Steel or Colorado Fuel 
& Iron or Bethlehem Steel or Weirton Steel or Great Lakes Steel, or 
some of the other steel companies where they have, well, almost a 
monopoly or almost an exclusive arrangement on everything these 
steel mills purchase. In Texas, we don’t go for that. 

Mr. Hosmer. I guess you are against other kinds of sins than mo- 
nopoly, too? 

Mr. FrerpmMan. Yes, I am against all monopoly. 

Mr. MacIntyre. Before we recessed I had asked you something 
about the inspection of the exported scrap to Europe. Do you recall 
that question ¢ 

Mr. Frerpman. Yes, sir: 

Mr. MacIntyre. Will you explain for the benefit of the committee 
what you know about how that inspection is carried on, by whom 
and with what effect ? 

Mr. Ferpman. Well, our shipments are inspected in Europe and we 
have to take their weights and their quality grading. 

Mr. MacIntyre. Who inspects it? 

Mr. Ferpman. Well, each individual shipment, of course, some of 
‘them go to Italy, some to Germany, some to France, and the country 
that is the final destination arranges the inspection. I think most of 
our scrap has been going to Italy. “We have been pestered with damage 
to steamer claims and we 

Mr. MacInryre. Who is responsible for the handling of that in- 
spection, sir? 

Mr. Frerpman. Well, the mill at destination is responsible. Of 
course, on damage to steamer claims, we are only responsible for 
damage to steamers at the point of origin where the ship is loaded, 
and it has been our practice over the years to get a statement from the 
master of the vessel that the shipment went out in good repair, and in 
spite of that we have been receiving claims which ‘leads us to believe 
that there is always this Luria influence to make trouble and make 
problems for anybody doing business with OCCF other than Luria 
Bros. 

Mr. Hosmer. What ships do you use? 

Mr. FetpMan. We have nothing to do with chartering the ships. 
The ships are chartered by one company, the American Union Trans- 
port, which has an exclusive arrangement with OCCF on the charter- 
ing of scrap vessels. 

Mr. Hosmer. And those claims are supposed to be damage to ship 
while loading ?¢ 

Mr. FetpMan. Well, of course, we only are responsible for the dam- 
age while loading, but we obtain a statement from the master of the 
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vessel stating there are no damages or the damages are such and such, 
and when they got to Italy I think one ship we have a ten or thirteen 
thousand dollar | damage. 

Mr. Hosmer. Did you pay those claims ? 

Mr. FetpmMan. We only draw 90 percent. We don’t have to pay for 
the claims. They take them out of our balances and we have, I think, 
at the present time we have about $300,000 due us many, many months 
overdue from OCCF countries. 

Mr. MaclInryre. Mr. Feldman, is there a party by the name of 
Herlitz that has anything to do with the control or who supervises 
the inspections ? 

Mr. Fetpman. Well, Mr. Herlitz is a part of the Luria combine, 
and he is the man that was extremely friendly with the original pres- 
ident of the OCCF and had something to do with Luria getting the 
original exclusive contract. 

Mr. MacIntyre. Well, does the head of OCCF and Herlitz have 
any influence over who does the inspection and with what result ? 

Mr. FetpMan. Well, I think Mr. Herlitz has certainly much power 
and much influence throughout Germany, and I think Luria Bros. 
has another agent in Italy by the name of Vanini, who is also very 
powerful in Italy, and I think between these two people they are in 
exceptionally good hands to see that the rest of us are excluded or 
have only a small part of that business. 

Mr. MacIntyre. And when you say “influence” will you say that 
that influence would extend to control over, supervision of, or a result 
of the inspections ? 

Mr. Fetpman. I would say that the tendency is in that direction, 
very strongly so. 

Mr. MacIntyre. So it would have the effect of your shipments 
being, in other words, inspected by your competitors ? 

Mr. Ferpman. Well, I can’t make a positive statement to that effect, 
but the tendency is there. 

Mr. MacIntyre. And Luria’s shipments are being inspected there 
for quality by his own representatives in effect; is that correct? 

Mr. FevpmMan. Well, as I understand their original contract stipu- 
lated that they had no responsibility either for quality or for weights, 
Luria’s original contract. 

Mr. Hosmer. Do you know that for sure or not ? 

Mr. Fetpman. I am reasonably sure that that is the case, sir, rea- 
sonably sure. 

Mr. Hosmer. You don’t have a copy of the current contract; do 
you? 

Mr. Fetpman. No, sir; I do not. 

Mr. Hosmer. You said that was originally in the contract. 

Mr. Fetpman. Yes, sir. 

Mr. Hosmer. Do you know whether it is still in the contract? 

Mr. Feitpman. I think from what I understand that now they have 
raised their commission from $1.25 to $1.85 a ton (60 cents a ton), so 
now Luria will assume the responsibility for quality and weights. 
That is my present understanding. 

Mr. Hosmer. Do you know if they are having any difficulties when 
they get their shipments over there as to that particular phase ? 

Mr. Fetpman. If they have no responsibilities toward weights or 
quality, they have no problems. 
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Mr. Hosmer. You said you think now they do have that responsi- 
bility. 

Mr. Fetpman. I think that is only a matter of weeks since they 
have put that in. It is only a matter of a few weeks since they have 
this. 

Mr. Hosmer. Let’s get to the damage to ship claims. Do you have 
any knowledge as to how Luria is faring on that one? Actual 
knowledge? 

Mr. FetpmMan. By actual knowledge, I don’t have any actual 
knowledge, but I am inclined to believe that Luria Bros. has no claim 
on weights, qualities, damage to steamers, or anything. 

Mr. Hosmer. How about : any of these other people who ship to them 
along with you? 

Mr. Fetpman. I think they are in the same boat that we are in. 

Mr. Hosmer. Do you know? 

Mr. FerpmMan. Well, I have talked to them. They have problems. 

Mr. Hosmer. Have you talked with Luria ? 

Mr. Fetpman. I haven’t talked to Luria. 

Mr. Hosmer. You don’t know then whether they have that problem ? 

Mr. FetpMan. Well, as I understand it, they have acted as agents for 
$1.25 per ton, which precludes that they have any responsibility for 
anything. They are agents for OCCF countries and have no respon- 
sibility for anything. 

Mr. Hosmer. We have heard so much of this hearsay here, this is 
said, somebody told me this, that and the other thing. I was just 
hoping that we might get somebody that knew actually of their own 
knowledge some of these things. 

Mr. Fetpman. Let me answer it this way; that in Japan where 
everything is an open secret—everybody gets copies of everybody else’s 
contracts—it is relatively simple for me to furnish you a copy of Luria’s 
contract and all of my competitor’s contracts, and they can furnish 
you with a copy of mine, but in Europe through their ie 
system of Herlitz in Germany and Vinani in It: ily, and their arrange- 
ments throughout the cartel organization, they have got the thing 
pretty well sewed up. 

Mr. Hosmer. Awfully frustrated. 

Mr. Fetpman. Yes, sir. 

Mr. Hosmer. Incidentally, if I may just ask one other question. 
Since you know about all of these other people’s contracts with the 
Japanese, are they all receiving the same price as you and Luria? 

Mr. Fetpman. Yes, sir. 

Mr. Hosmer. And are the other conditions of the contracts substan- 
tially the same? 

Mr. Fr LDMAN. Substantially the same with the exception of the total 
tonnage in the steamer. I think some of the shippers have to load 
9,000 tons and others have to load 8,800 tons. 

Mr. Hosmer. Is that what is known as light loading? 

Mr. Fetpman. Light loading. 

Mr. Hosmer. Can your ships load 8,800 tons? 

Mr. Fetpman. As a rule most of the ships that we put out have 
9,400 or 9,500, the ships we put out. 


Mr. Hosmer. Do you get the same price for the cargo whether it is 
8,500 or 9,400 ? 
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Mr. Fetpman. That is right, but we ship better scrap than Luria 
does, and Japan knows it and Europe knows it. 

Mr. Hosmer. You ship better scrap than all of these other people, 
too? 

Mr. Fetpman. Let me put it this way; we ship better scrap than 
Luria and Japan knows it and the OCCF countries know it. As far 
as what the other shippers do, there are so few shipments to OCCF 
countries other than Luria that it really doesn’t make too much 
difference. 

Mr. Hosmer. In Japan is that a fact or a rumor / 

Mr. FeLpMan. It is not rumor. It is a fact we ship better scrap. 

Mr. Hosmer. Do you know whether Mr. Diefenthal went over there 
and told those people that his scrap was just as good as yours or better 
than yours? 

Mr. Fetpman. I don’t know that, but I didn’t say anything about 
Diefenthal’s scrap. I said something about Luria not having the yards 
and facilities in the South through which they can control the quality 
of scrap. We do have. We can control it. We load our ships five 
or six or seven hundred tons heavier per ship. That is common know]- 
edge. You can get, the ones we loaded and the ones that Luria loaded. 
They will put out 9,100 and they will have some ships with 8,800 tons. 
and we very, very seldom in our area have a ship with less than 9,350 
or 9,500 tons. 

Mr. Hosmer. You would be a good one to do business with. You 
give them a baker’s dozen, do you? 

Mr. FetpMAn. Yes, sir, we do. 

Mr. MacIntyre. You have been talking about the export market 
moving toward monopoly. On monopoly Mr. Diefenthal testified to 
the effect that the domestic markets were moving in the direction of 
monopoly control, that is, monopoly control by Luria through its 
buying up of competitors, dominating the trade association and so 
on. Do you care to comment on that aspect of the situation ? 

Mr. Ferpman. In my mind, I am certain that Luria has a monopoly 
in the domestic picture. 

Mr. MacIntyre. Well, for example, there is a report that just a 
few days ago Luria bought Dulien, the largest independent steel 
dealer and exporter in the Northwest, at Seattle, Wash., and that 
is, Bethlehem Steel bought it and immediately turned it over to Luria. 
Were you advised about that? 

Mr. Ferpman. I read that in the paper, and it didn’t surprise me 
because the relationships between Luria and Bethlehem have been ‘ 
so close and so intimate over the years that I think Bethlehem Steel 
Co. has done a great deal for Luria Bros in influencing the OCCF 
countries to give Luria a monopoly of the export business. 

Mr. MacIntyre. What is to be the effect of Bethlehem’s doing just 
what is reported that they have done in Seattle? 

Mr. Ferpman. The effect is to give Luria a larger and larger share 
of the business in the Northwest so that they can control the domestic 
and so they can control the export business. 

Mr. MacIntyre. And that is only an instance of a pattern as you 
in the industry have experienced it down through the last few years? 

Mr. Fetpman. That is correct. They bought out Schlossberg i in 
Chicago for the same reason, and I am sure it is just a question of time 
before they will be buying somebody out in Texas. 
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Mr. MacInryre. You are talking about Luria now ? 

Mr. Fetpman. Luria. 

Mr. MacIntyre. Are you aware of Luria’s purchase of Southwest 
Steel ? 

Mr. Fe_pman. I was aware of it for many years when they denied 
it. 

Mr. MacInryre. In other words, Luria bought up the largest in- 
dependent scrap gatherer and seller in the Southwest and Pittsburgh 
and was denying that they had done it, is that correct ? 

Mr. FetpmMan. Yes, sir, even though it was a pretty well open secret 
that they owned Southwest Steel, even though Mr. Krieger, who was 
the president of Southwest Steel, never came out and admitted it, 
we knew because through Mr. Cohen, Mr. Harry Cohen, who was one 
of the owners of Southwest Steel. 

Mr. Hosmer. Will the gentleman yield there? Coming back to 
Dulien for just a minute. “Did you know that Dulien wanted to sell 
that business ? 

Mr. FetpMAn. Yes, sir; I did. 

Mr. Hosmer. For how long? 

Mr. FeitpMAn. Well, Dulien has been wanting to sell out for a long 
time. 

Mr. Hosmer. Did you ever consider buying him out ? 

Mr. FetpmMan. No, sir; we didn’t. 

Mr. Hosmer. Do you know of anybody else that did besides Bethle- 
hem ¢ 

Mr. Fetpman. No, sir; I don’t. 

Mr. Hosmer. Was it a pretty expensive deal ? 

Mr. Ferman. Well, according to the papers, I think the property 
brought around a half million dollars, just the bare ground and facili- 
ties. 

Mr. Hosmer. You don’t know of anybody else that was interested in 
buying him out, who had the capabilities of doing it ? 

Mr. Ferpman. No, sir; I don’t, 

Mr. Hosmer. Thank you. 

The CuarrMan. I want to ask you one thing. You mentioned that 
the American Union Transport Co. is the company that transports all 
of the scrap whether it is exported by Luria or whether it is exported 
by you or somebody else. Are there other transport companies that 
would be available for that if they had an opportunity to get into the 
business ? 

Mr. FetpMAn. American Union Transport Co. charters the steamers 
for the OCCF countries. 

The Cuarrman. Are they connected with any of the scrap dealers? 

Mr. FetpMan. To the best of my knowledge, I don’t think they are, 
sir. 

The CuarrMan. They are independents? 

Mr. FetpMan. Yes, sir. 

The CHarrman. Now, do you know anything about this special 
bundle that was mentioned here this morning that is being produced 
possibly by Luria Bros. to sell overseas ? 

Mr. Freipman. I know something about it, sir, but not too much. 

The CuarrmMan. Are you preparing a special bundle yourself ? 
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Mr. FetpMan. No, sir; we are not preparing a special bundle as yet. 
We don’t have any of these large presses that cost three or four or five 
hundred thousand dollars. Our machines, I would say, cost about 
$150,000 to $200,000 installed and they don’t take a complete whole 
body like this Luria machine that they are talking about in New 
York that will take maybe one or two bodies. It is what is known as 
the largest Harris press. 

The Cuarrman. What size bundle will it compress it into? 

Mr. Feipman. I think it is about 5 feet long by roughly 2 feet wide. 

The CuarrmMan. Go ahead, Mr. MacIntyre. 

Mr. MacIntyre. Are you acquainted with the trade associations in 
the iron and steel scrap industry ? 

Mr. Fetpman. Yes, sir. 

Mr. MacIntyre. What are the names of them? 

Mr. Freipman. There is the Institute of Scrap Iron and Steel, 
which is the largest organization, and then you have your National 
Federation of Independent Scrapyard Dealers. 

Mr. MacIntyre. Do you have any knowledge about the manage- 
ment of either or both of those two trade associations ? 

Mr. Fetpman. I know more about the institute. 

Mr. Murer. Are we going to hear the representatives of those 
associations ¢ 

The Cuarrman. If they want to be heard. 

Mr. Mutter. I see one of them is listed here. I think we ought to 
ask them about their management rather than somebody else, not in 
the association. 

The Cuarrman. If we have an outside view I think it would not be 
damaging, Mr. Multer. It might excite our interest in the line of 
questioning when the other gentleman comes on. 

Mr. Hosmer. I might inquire if you are a member of either or both 
of those ? 

Mr. Fetpman. We are a member of one, the institute. The presi- 
dent, as I recall, is Lenny Krieger, a member of Luria Bros.; the 
first vice president is Mike Chase, another member of the Luria Bros. 
organization; the chairman of the very important export. committee 
is Ralph Ablon, the president of Luria Bros. I think the chairman 
of the yard committee is John Schlossberg, another member of Luria 
Bros. I think you will find in dominant positions Luria Bros. people 
and when these people visit foreign countries, such as the president 
of the institute, Mr. Lenny Krieger, I can assure you gentlemen that 
he is fighting for Luria Bros. 10 times harder than he is fighting for 
the Institute of Scrap Iron and Steel Dealers. 

Mr. MacIntyre. How many people are members? 

Mr. Fetpman. How many people do I know? 

Mr. MacIntyre. What is the total membership ? 

Mr. Ferpman. I would say about 1,100. 

Mr. MacIntyre. And they are of all sizes? 

Mr. Fexpman. Y es, sir, large and small and middle sized. 

Mr. Mutter. Does each member have a vote? 

Mr. Ferpman. Well, I think the way it works they are divided up 
in chapters, and I think each chapter has a vote. 

Mr. Mutter. Who elects these officials that you just named? 
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Mr. Fretpman. I am not sure, but I think you may get all that in- 
formation from Mr. Herman Moscowitz, who is the dean of the 
Institute of Scrap Iron and Steel. I think he can give you all of the 
information as to the rules and regulations, as to how they elect their 
officers. 

Mr. Hosmer. You know something about your own chapter? 

Mr. FeitpMan. Yes, sir. 

Mr. Hosmer. Which chapter? 

Mr. FetpMan. Gulf Coast. 

Mr. Hosmer. And Mr. Herbert Stern is the president of that? 

Mr. FetpMaAn. Yes, sir. 

Mr. Hosmer. Do you know him? 

Mr. FetpMaAn. Yes, sir. 

Mr. Hosmer. Have you ever spoken with him about the institute? 

Mr. Fetpman. Well, I speak to him occasionally. I haven’t talked 
to him recently. 

Mr. Hosmer. He is one of the directors of the institute, is he not? 

Mr. FetpMan. Yes, sir, in his capacity as president he automatically 
becomes a director. 

Mr. Hosmer. And directors to the institute elect their national 
officers ? 

Mr. Feipman. I think that is correct. 

Mr. Hosmer. Is Mr. Stern connected with the Luria organization ? 

Mr. Fetpman. He is not, sir. 

Mr. Hosmer. Do you know whether the Luria organization ever 
attempted to influence his vote as to the officers of the national organ- 
ization ¢ 

Mr. Fetpman. I don’t know, sir. 

Mr. Hosmer. He never complained to you about it ? 

Mr. FetpMan. No, sir. 

Mr. Hosmer. Did you ever express to him any preference of yours 
as to whom the officers should be ? 

Mr. FetpmMan. No, sir. 

Mr. Hosmer. Thank you. 

Mr. Mutrer. In this association, with 1,100 members, if Luria 
Bros. representatives hold these key positions and represent Luria 
Bros. instead of the association, why don’t you get your 1,100 mem- 
bers to get rid of them? I mean, so far as office in the association is 
concerned. I assume it is run along democratic lines. 

Mr. FetpMAn. You will see some of them dropping by the wayside 
getting out of that organization. I think that is probably one of the 
reasons you have this other competitive association. 

Mr. Muurer. I can’t understand why 1,100 businessmen of the 
country would let a ecndiliien of this kind go on if it is really bad. Do 
they control the other 1,100 dealers, too? 

Mr. FretpmMan. The only way I can answer that is this; you know, 
when you have a malignant cancer a lot of times you don’t know you 
have got it. 

Mr. Muurer. You apparently know about it. You know about it 
and you are interested enough to come to Washington and tell us 
about it. Certainly you are interested enough to tell it to your other 
fellow members of the association. Why don’t you cut the cancer out 
if it isa cancer? 
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Mr. Ferpman. Well, I have talked to several people in the institute 
and told them I didn’t think it was right and proper for Luria to 
perpetuate the presidency of the institute, by having the president and 
the first vice president who is going to succeed him in that office. 
I also told them I didn’t think it was right for Luria’s man as presi- 
dent to appoint as chairman of the export committee their own man to 
give them that added prestige, so that they could go to Europe and 
say, here, we have the president and first vice president, and we have 
the chairman of the export committee, and we have access to every 
avenue in Washington that will give us the first information, and 
we can do this and we can do that. 

Mr. Muurer. What I don’t understand is why doesn’t this organi- 
zation clean house for itself and get rid of these fellows if they aren’t 
doing the right thing. Certainly we in the Congress can’t correct 
that situation in your independent organization. 

Mr. FetpMan. It is about high time that we do it. 

Mr. Muvrer. Thank you. 

Mr. Hosmer. May I ask, there are about 38 members or directors 
of this institute, are there not ? 

Mr. Fetpman. I wouldn’t know, sir. 

Mr. Hosmer. Do you know how many of the officials other than the 
three that you mentioned of the institute are Luria people? 

Mr. Fetpman. I don’t have it here, sir. 

Mr. Hosmer. All right. I will get it later. 

Mr. MacInryre. You spoke a few minutes ago, Mr. Feldman, about 
the chairman of the export committee of the institute being a Luria 
official and going abroad pointing out the fact that he was in such 
a position. Who is that man ? 

Mr. Fevtpman. The chairman of the export committee is Ralph 
Ablon, president of Luria Bros. 

Mr. MacIntyre. What position does Mr. Krieger hold? 

Mr. Fevpman. He is one of the chief executives of the Luria organi- 
zation in his capacity as the managing director or president of South- 
west Steel Co., which is a subsidiary of Luria Bros. 

Mr. MacIntyre. And what position in the institute ? 

Mr. FetpmMan. He is the president of the institute. 

Mr. MacIntyre. And did he make a trip to Japan sometime 
recently ? 

Mr. FetpMan. Yes, sir; he was there last year, I think. 

Mr. MacIntyre. What was his purpose of that trip, if you know? 

Mr. Fevpman. As I recall, his purpose was supposed to be to travel 
in the behalf and for the interests of the Institute of Scrap Iron 
and Steel. 

Mr. MacIntyre. Did you learn of anything that he did when he 
was in Japan in that respect or in any other respect ? 

Mr. FevpMan. I learned what he went there for was to further the 
interests of the Luria Bros. organization, which he did very ably. 

Mr. MacIntyre. Do you know of anything in that connection that 
occurred, I mean, which representatives of the institute who are Luria’s 
officials have done in their trips to Europe ? 

Mr. Fevtpman. Well, they have had a lot of problems in Japan on 
account of quality. They have shipped poor quality, because, as I 
have said before, a lot of this scrap comes from yards which they 
don’t control, and Mr. Krieger, in his capacity as a Luria official has 
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softened the blow of poor quality shipments. They have had prob- 
lems on cheap contracts which they have canceled because I think the 
size and the strength and the power has overawed these people, and 
I think they are doing things which the competitors can’t get away 
with. In other wor ds, when we have a cheap contract we have to 
fill it. 

The CuHatrmMan. In connection with Institute of Scrap Iron and 
Steel, I assume that a large number of the members are just small 
scrap dealers, is that right ? 

Mr. FetpMan. Yes, sir. 

The CHarrmaAn. How are the dues in the institute assessed? Are 
they based upon the amount of business or the value of a particular 
concern or capital stock, or how are they based, in other words, as to 
the amount they pay into the institute for membership ? 

Mr. Fetpman. I think that question can best be answered by some 
of the guiding lights in the institute. I don’t have that formula, sir. 

The CuHatrmMan. You do not yee the formula. Buta large number 
of these members would be, I assume, under obligations to Luria 
Bros. in one way or another by reason of the fact that Luria Bros. 
is so large and doubtless a purchaser of their scrap and doing business 
with them at all times, so that members would be reluctant to take 
issue with them, wouldn’t they ? 

Mr. FetpmMan. Yes, sir, I believe so. 

The CuatrmMan. And a large number of them, I assume, too, are 
not interested in the export business at all? 

Mr. FetpMan. That is correct, sir. 

The Cuatrman. Is this a domestic trade association ? 

Mr. FetpMan. Well, no, sir, this trade association is supposed to 
represent both the domestic and the exporters. 

The CuatrMan. You do not know the ratio of domestic to export 
and vice versa ? 

Mr. FeitpmMan. No, sir. I think the figures of last year, they ex- 
ported around 6 million tons, and I think the purchased scrap was 
around—well, purchased scrap and home scrap was probably around 
60 million tons. I think export is about 10 percent. 

The CHartrman. I think we are through with the witness. 

Would you like to ask any questions, Mr. Multer? 

Mr. Mutter. Yes, please. 

Who paid for this gentleman’s trip to Japan? You said he went 
for the institute, but you found he had actually developed his own 
private company’s business. Who paid for that trip? 

Mr. FetpMan. Congressman, I wouldn’t know, sir. 

Mr. Munrer. Did the association send him over ? 

Mr. FetpmMan. That is my impression, that he was supposed to go 
there on a good will mission for the institute. 

Mr. Muurer. You said something also about they had trouble with 
scrap that came from the yards he “did not control or that Luria did 
not control. 

Mr. FetpMan. They have had trouble on account of the poor quality 
of the scrap that they have been shipping to Japan. 

Mr. Moutrer. Did you say something about companies or yards 
they did not control? What did you mean by that? 

Mr. FevtpMan. Well, what I meant, for example, in the South they 
have no plants or facilities. They are strictly desk brokers. They 
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sit at a desk and have a phone and they have no fixed assets, no plants, 
yards, cranes, shears, presses, tracks, or buildings. They don’t have 
the organization to assemble. 

Mr. Mutter. So it is as to that scrap as to which they are acting 
solely as brokers? 

Mr. FetpMan. That is correct, sir. 

Mr. Mutter. How many of the 1,100 members of the association 
are brokers? 

Mr. Ferpman. I wouldn’t know, sir. 

Mr. Mutter. Are a good many of them brokers? 

Mr. Fripman. I would say that the tendency is more toward having 
your own facilities and not being a desk broker. I don’t have the exact 
figures, Congressman, but I think that is the tendency. 

Mr. Muurer. Give us the approximate figures about how many 
dealers or people who are buying and selling scrap are merely 
brokers ? 

Mr. Fretpman. If I were guessing I would say 10 percent. 

Mr. Mutrer. Is that reflected in the membership of your organi- 
zation, too, so that about 10 percent of the 1,100 would be brokers? 

Mr. Frirpman. I would guess that was it, sir. 

Mr. Mutrer. Thank you. 

The Cyatmrman. Mr. Hosmer. 

Mr. Hosmer. You are both a broker and a dealer; are you not? 

Mr. Frrpman. Yes, sir. 

Mr. Hosmer. And as to this 400,000 tons going to Japan, how 
much of that are you handling as a broker and how much as a 
dealer ? 

Mr. Ferpman. Well, it is a little complicated, but I will try to 
explain it as simply as I know how. OCOF originally permitted us 
to ship our scrap out of Norfolk and Richmond. Then they told us 
we couldn’t ship any more out of Norfolk or Richmond. So we had 
to use our other scrap contracts for the Norfolk and Richmond scrap, 
which means that that scrap in that area we are brokers, although we 
have our own office there. We have our own inspection department 
there that handles the shipments that we finance. 

Mr. Hosmer. Could you give me an estimate as to the total of the 
400,000 ? 

Mr. Ferpman. I would say maybe we broker probably 25 or 30 
percent. 

Mr. Hosmer. And you run the rest through your yard down in 
Tevas? 

Mr. Fetpman. Texas or we have a joint partner in California, in 
Oakland, that we work with and he runs it through his yard. 

Mr. Hosmer. How about your European sales? 

Mr. Fevpwan. Our European sales, of course, have to come through 
the gulf and most of it comes out of our yards because they don’t 
permit us to ship from any place except the gulf areas. 

Mr. Hosmer. How much of your total business, domestic and 
foreign, is brokerage and how much dealer? 

Mr. Fetpman. I would say, oh, maybe a third brokerage and two- 
thirds our own yard scrap. 

Mr. Hosaer. How much business have you done with Luria? 

Mr. Freipwan. As little as we can possibly do. I don’t think we 
have done much business with them. We may do a little, a small 
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amount of business with them in our Chicago office occasionally, but 
other than that I don’t know of any business that we do with them. 

Mr. Hosmer. How much business do you do a year? 

Mr. FretpmMan. Well, last year we did approximately $100 million 
worth. 

Mr. Hosmer. How many employees do you have? 

Mr. Fetpman. Well, it varies. At the moment we have around 
3850. 

Mr. Hosmer. Is that a low figure or a high figure ? 

Mr. Fetpman. Well, the high figure would probably be 450 at the 
peak, 450 maybe 500, tops. That is during a peak load when you 
handle large volume. 

Mr. Hosmer. This foreign policy committee of the institute headed 
up by this man from Luria, do you know whether it took a position 
with the Department of Commerce respecting this bill of lading 
thing ? 

Mr. Fetpman. No, sir, I don’t know. 

Mr. Hosmer. Do you know what the position in general of the in- 
stitute is respecting export quotas and licenses ¢ 

Mr. Fetpman. The position of the institute, as I remember it, is 
that we have free trade and that scrap iron has the same rights as 
new steel or pig iron or any of the other raw material and semifinished 
steel. 

Mr. Hosmer. You approved of that position ? 

Mr. FretpMan. Yes, sir. 

Mr. Hosmer. That is not in conflict with Luria ? 

Mr. FetpMan. No, sir, it isn’t. 

Mr. Hosmer. So Luria is not using the institute, at least from that 
standpoint, to beg for its own business, i is that right ? 

Mr. Feupman. I think that is cor rect, sir. 

Mr. Hosmer. I think that is all. 

The Cuarman. One question I would like to ask you. This ex- 
port order does not include pig iron, iron ore, and steel. Does any 
particular concern or group or any particular industry benefit by 
it? 

Mr. FetpMan. It benefits, as I see it, the steel industry, the steel 
manufacturers. 

Mr. Hosmer. Now, how would that benefit the steel manufacturers ? 

Mr. Feitpman. Well, in this way, that they by excluding the ex- 
portation of heavy melting grades, they are using it as a club to get 
down the price. 

Mr. Hosmer. Of scrap steel ? 

Mr. Fetpman. Of scrap steel ; yes, sir. 

The Cuamman. And that. enables them to make their steel at a 
lower price and, of course, they can sell the steel for export directly 
without any license ? 

Mr. FetpMAn. Yes, sir, that is correct. 

The Cuamman. Now, what about pig iron? Of course, the pig- 
iron companies own most of the pig iron; don’t they ? 

Mr. Frtpman. I would say they own a good portion of it. It 
gives them a free market for their pig iron. 

The CHarmrman. They don’t have to obtain any export license or 
anything like that? 
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Mr. Fetpman. Even if they have to go through export license I 
believe it is open ended to where it is automatic for them to get their 
licenses. 

Mr. Brown. Could I ask a question ? 

The Cuatrman. Mr. Brown wants to ask a question. 

Mr. Brown. You indicated that, roughly, exports are about 10 
vercent of the total scrap business in round figures. If it weren’t 

or these restrictions what do you think export business would amount 
to? 

Mr. FetpMAN. Just as a rough guess, maybe 1 percent more. 

Mr. Brown. One percent more. Now, are you telling this com- 
mittee that you think that the reasoning given for these limitations 
and these roadblocks in the path of exports is that there is a shortage 
of No. 1 melting grade? Are you telling us that there is a shortage 
at the price that the people want to pay ? “Is that what you are saying ? 

Mr. Fetpman. Exactly right, sir. 

Mr. Brown. That the short: age is not real; it is just that it is at 
a price ? 

Mr. Fetpman. That is correct, sir. There was a scrap steel com- 
posite decline roughly from $65 to $45, and at that price it dried up 
the source of supply. 

Mr. Brown. You have indicated on page 5 of your statement about 
how the policies of the Department of Commerce about administer- 
ing the licensing of iron and steel exports facilitated possibly unwit- 
tingly—you say “possibly unwittingly’—do you think it is wittingly 
or unwittingly ? 

Mr. Fetpmn. I think it was unwittingly, because when they saw 
what happened they took the steps to change and rectify the situation. 

Mr. Brown. Have you ever had any delays or anything on these 
licenses at the Department of Commerce that indicates you might be 

discriminated against ? 

Mr. FretpMan. No, sir, we have not. 

Mr. Brown. And did you testify that the State Department had 
done a good job, you felt, in opening up these channels for free com- 
petitive markets; is th at correct? 

Mr. Fretpman. That is correct. 

Mr. Brown. Do you think that the Department of Commerce has 
done a good job in that respect ? 

Mr. Fevtpman. I would say that they have done a good job, sir. 

Mr. Brown. Thank you. 

Mr. Mutrer. Mr. Chairman, very briefly. Am I not right that if 
there is a monopoly in your industry so far as domestic purchase and 
sale of scrap is concerned there are ample laws upon the statute books 
from which you can get relief as far as the domestic scene is concerned ? 

Mr. Fretpman. Congressman, the Federal Trade Commission has 
been after Luria Bros. now for years and I am sure it will take many 
more years before that case is ever finalized. 

Mr. Mvurer. What do you think we can do so far as the Congress 
is concerned with reference to statutory remedy assuming that there 
is a monopoly in your industry ? 

Mr. Fetpman. I think one method of control would be this export 
control, export control licenses. When they see that 1 firm is getting 
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85 to 90 percent of 1 of the 2 biggest markets in the world, the OCCF 
countr ies, I think some measure > should be taken there. 

The CuarrmMan. The Export Control Act, you refer to, I assume? 

Mr. FretpMan. Yes, sir. 

Mr. Mutter. What do you recommend ¢ 

Mr. Fetpman. Well, they could limit the total tonnage that any one 
firm gets to a third of the total business in that consuming area. Say 
the OCCF consumption is 2 million tons a year, well, a third of that 
would be 600,000 tons, and divide that up by a quarter and give Luria a 
maximum of, say, what they have in Japan. They have 600,000 tons. 

Mr. Mutter. If I were a newcomer to the iosatry today where 
would that leave me? How could I get in on that business under 
that kind of a formula ? 

Mr. FetpMan. Well 

Mr. Mutter. I would like to get into a $100 million business some- 
thing like yourself. I don’t expect to get there overnight. Suppose 
I get into it today. Under your formula how could I ‘participate in 
the export business ? 

Mr. Fretpman. Take your coat off and go to work. You open up. 
We didn’t build this overnight, my friend. 

Mr. Muurer. I am sure you didn’t. 

Mr. Fetpman. Well, you can understand that the chances of your 
doing well would be better if Luria only had a third instead of 90 
per cent. 

Mr. Mutter. I can also understand that if they are going to follow 
that formula, because I am drawing on the experience we had duri ing 
World War II and the Korean war, where they tried to assign export 
licenses on some such basis, the little fellow just starting up, or who 
started up shortly before they issued the regulation, was left out in 
the cold. He couldn’t get a license. 

The Crarrman. Mr. Multer, I think they accounted for that in the 
same way with the farmers, new farmers, you know, in the allocations. 
I think they used some discretion that took care of the situation you 
mentioned. We are more concerned now, I think you will agree, with 
the existing businesses. 

Mr. Mutter. I was directing myself to the gentleman’s recommen- 
dation. I thought maybe since he has given us ‘such great detail about 
the complaint he might have some remedy to suggest. Let me ask you 
this, sir. 

Mr. FetpMan. Pardon me, Congressman. I think the Department 
of Commerce at that time issued a bill of lading to any newcomer 
for a cargo of nine or ten thousand tons. Any new customer could 
get nine or ten thousand tons. 

Mr. Moutrer. You wouldn’t want to change that, would you? 

Mr. Fetpman. No, sir. 

Mr. Muurer. When the Department of Commerce issues what is 
tantamount to an export license, that is not a hunting license, is it? 
It isn’t a license for the man to go out and hunt up the scrap? He 
must show that he has the stuff ready for resale before he can get his 
license ? 

Mr. Fetpman. That is correct, sir. 

Mr. Morrer. Just one other thing and that is this; you indicated 
that about 40 percent of the scrap that is being sold to Japan is sold 
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by Luria Bros. What percentage of that scrap that is going to Japan 
does your company sell? 

Mr. Fetpman. About 22 percent, sir. 

Mr. Murer. Twenty-two percent. I would say that, between the 
two of you, you control the market. That is 62 percent of what is 
going abroad. I think that you ought to be receiving the complaint 
instead of making it. You, ‘together with Luria, if that i is the fact, 
control 62 percent of the business. I wonder what the other 1,100 
members of your association and the three or four hundred in the 
other association say about this situation. 

Mr. FertpmMan. There is another one that gets more than Luria. 
Hugo Neu Corp. gets a large percentage of the Japanese market. 

Mr. Mutter. I think that our antitrust laws are sufficient to force 
a cure of the situation where three companies, if it is a fact, control 
the bulk of the business. What can we do so far as the export situa- 
tion is concerned? How can the United States enact any legislation 
or do anything through any of the existing departments which will 
stop a foreign company or foreign country from buying from whom 
they please either on exclusive contract, negotiated bid or competi- 
tive bid? What can we do about that ? 

Mr. Fetpman. Well, I think the Department of State has done 
something already. I think they have shown the Japanese the way 
by telling them that the United States wants a competitive situation, 
and they don’t want any monopoly and they would like to see this 
business distributed, and I think that they were very helpful in the 
Japanese situation, in keeping the Japanese from giving Luria a 
monopoly. As a matter of fact, Luria had the entire business at one 
stretch when they took this exclusive 335,000-ton contract. 

Mr. Moutrer. I do hope that the State Department is going to be 
more effective in breaking up the cartels and trusts throughout the 
world than the Congress has been able to do at home. 

Thank you, Mr. Chairman. 

The Cuarrman. Thank you, sir. 

We asked Mr. Diefenthal to come back today. We should have used 
him the first thing this morning, but we could not conveniently. We 
will ask him to come back at this time, if he will, please. 

Mr. Hosmer. While he is coming, Mr. Chairman, may I inquire if 
the committee has subpenaed Luria Bros. ? 

The Cuatrman. They haven’t been requested to come yet. 

Mr. MacIntyre. They have have been invited but not subpenaed. 
They declined the invitation. 

Mr. Hosmer. I never heard of Luria Bros. until this thing started 
last Monday. It sounds very fascinating. I would request that we 
subpena somebody from Luria. 

The CHatrman. Let’s have them subpenaed for Friday morning. 
How would that do? We could not hear them tomorrow very well, 
could we ? 

Mr. Muurer. Where are they located, Mr. Chairman ? 

The aang Philadelphia and New York. 

Mr. Mutter. I don’t think you ought to issue a subpena to be 
served on Thursday for a company to come here on Friday. 

The Crarrman. It is not something that they are wholly unaware 
of, Mr. Multer. It is something they are acqu: \inted with, I am sure, 
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and it is possible that they would be willing to come if they are going 
to be subpenaed. We will try and negotiate with them if they will. 

Mr. Murer. Let us make a reasonable request and they won't have 
an excuse to turn it down. 

The CuHatrman. They have already been alerted to it and asked to 
come and they did not want to come at that time. It is possible now 
they will want to come. I assume they will. After this I imagine 
they will seek an opportunity. 

Mr. Hosmer. These other witnesses are here under subpena; aren’t 
they ? 

The CHarrMan. Yes, sir. 

Mr. Hosmer. Let’s subpena them. 

The CHarrman. We willsubpenathem. Try to get some represent- 
ative of the company anyway for Friday. If you cannot, we will sub- 


pena them for some time that will be within the bounds of reason. 
All right, Mr. Diefenthal. 


TESTIMONY OF STANLEY DIEFENTHAL, VICE PRESIDENT, SOUTH- 
ERN METALS & MINERALS CO., LTD., NEW ORLEANS, LA— 
Resumed 


The Cuatrman. I believe you are trying to meet a deadline on plane 
transportation. 

Mr. Drerentuat. I think I have sufficient time. We have 2 hours 
before the flight leaves. 

The CHarrmMan. We hope to get through with you in a shorter 
time than that, sir. 

Mr. MacInryre. You have appeared previously and been sworn, 
Mr. Diefenthal, so I will proceed with asking you a question. You 
heard the questions asked of the preceding witness. Well, first, I 
would like to ask: Are you a member of the institute ¢ 

Mr. Dirrentuar. We resigned about 1 month ago. 

Mr. MacInryre. But up until then you were a member over what 
period ¢ 

Mr. DierentHat. Up until then we were members of the gulf coast 
chapter since its inception. 

Mr. MacIntyre. You heard a question asked of the preceding wit- 
ness as to whether or not he had any knowledge of the institute having 
taken a position with the Department of Commerce concerning this 
bill of lading requirement for a license, and you heard him say that 
he didn’t know. Do you know anything about any position that the 
institute took on that point? 

Mr. Dirrenrua. It is my impression that the original idea for a 
bill of lading requirement such as was finally put in—— 

Mr. Hosmer. Wait a minute. If you don’t know, you don’t know. 
If you do know, answer the question, because I don’t think, Mr. Chair- 
man, that we ought to hear any more of this deductions and specula- 
tions, particularly on a point of that nature. 

The CuarrmMan. Well, he was a member of the institute and I assume 
as a member he would certainly know something about what was 
going on. 

Mr. Hosmer. He didn’t say that. When he started out—he said he 
assumed, 
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Mr. Mutter. He started out by saying it is his impression. 

The Cuarrman. It may be my impression as a Member of the House. 
Although definite action is not taken, you get the impression. 

Mr. Hosmer. That is not exactly correct. 

The Cuatrman. That is the way it is with me. 

Mr. Mouurter. Maybe the witness was using an unfortunate choice 
of words. I think the witness should be told, Mr. Chairman, we would 
like to have him state facts to us, not his own ideas or thoughts. If 
you don’t have any information you believe we can rely upon, we 
will accept that for the present and not, in other words, subject you to 
those questions. 

Mr. DierentHat. Well, I was asked a question, and all I can do is 
answer it to the best of my knowledge, since I have not been at all 
places at all times. 

It is my impression, as I began to say before, that the matter of 
bills of lading, that the bill-of-lading requirement was first brought 
up by the foreign trade committee of the Institute of Scrap Iron and 
Steel. It was their suggestion. This can easily be determined 
whether it was actually so or not. That is my impression now from 
what I have heard many times since then. 

Mr. Mutrer. Heard from members of the association in discussions 
between them ? 

Mr. DrerenTHAt. Yes. 

Now, I might say this, I was—subsequent to the time of this bill-of- 
lading requirement—a member of a task force which met with the 
Department of Commerce, or rather at the request of the Department 
of Commerce, with members of the steel industry. At that time there 
were one or more plans with which I am familiar promoted, or rather, 
well, promoted, I would say, by the foreign trade committee of the 
institute for the restriction of exports in some manner. One of these 
was the so-called Ablong plan, which was brought forth at a task- 
force meeting early in 1955, I believe, which contemplated that the 
export of steel scrap would depend upon the operating rate of steel 
mills in this country. For example, I believe, the exact proposal was 
if the operating rate were 100 percent there would be no scrap ex- 

orted. If the operating rate were 98 percent, then there would be 
allowed perhaps 1 million tons. If the operating rate were 95 per- 
cent, then there would be allowed 2 million tons and 90 percent, 214 
million, and so on. Had this plan gone into effect it would have 
meant that during 1956 we would not have exported any scrap what- 
soever. The plan was actually proposed and was accepted by the De- 


partment of Commerce as a good one. I heard later that it never 


went into effect because the Dodge council vetoed it. 

Mr. Hosmer. The who? 

Mr. Dirrentnar. The Dodge Committee vetoed at that time that 
type of restriction. 

Mr. MacIntyre. Mr. Diefenthal, you were requested to supply or 
to bring with you copies of certain issues of the trade papers. Do 
you have any of those papers with you that deal with items about the 
iron and steel scrap industry ? 

Mr. Drerentnat. I have here several photostatie copies of various 
Japanese trade magazines, I think there are three different ones, and 
a number of issues of each one, all of which have information that is 
pertinent to the scrap iron situation in Japan. 
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Mr. MacIntyre. In what language are they ? 

Mr. Dierentuau. They are in English. They are published in 
English. 

Mr. Maclnrryre. They have been published as information to the 
trade about what is going on in the negotiations for the export of 
scrap from the United States to J apan ? 

Mr. Drerentuav. These are privately published pamphlets, some of 
them on a weekly basis, some on a three time per week basis, which 
give information rather promptly about everything that is said and 
done by the Japanese steel industry, and the supplier s, both domestic 
and export, who deal with that industry. 

Mr. Macinryre. Now, do members of the iron and steel scrap in- 
dustry in this country, such as yours, rely and act upon such informa- 
tion in the conduct of their business ? 

Mr. DirerentHau. The magazines are available to them on subscrip- 
tion. They are available to anyone and most of us subscribe to them 
and have used them from time to time as reliable sources of informa- 
tion. 

Mr. MacIntyre. And you take into account the information con- 
tained therein in the conduct of your business ? 

Mr. DrerenTua. In many cases: yes. 

Mr. MacIntyre. Mr. Chairman, I would like to ask that this infor- 
mation that has been presented be accepted for the record for further 
information of the committee. 

Mr. Hosmer. It will go into the file or the record ? 

The CHarrMan. Suppose you read one of them, Mr. Diefenthal. 

Mr. Hosmer. I will object until I have had an opportunity to see 
what is in them. 

The CuHatrMan. Suppose you read one of them and we can find out 
from that. 

Mr. DirrentHa. As I say, there are many issues here, some with 
very important information. 

Mr. Hosmer. I suggest, Mr. Chairman, that, inasmuch as an objec- 
tion has been made, the device of reading that into the record would 
not be appropriate. 

The Cuatrman. The objection was to putting it into the record. 
Of course, there cannot be any objection to the witness’ reading it. 
You see, if he wants to read it, it is all right. The only objection 
would be if you want to put it in the record. 

Mr. Hosmer. At this particular point I can’t imagine anything less 
reliable for this committee to act on than something a bunch of . Jap- 
anese have been writing about rumors and speculations that have 
been testified are rumors and speculations by Mr. Diefenthal himself, 

and that he made a special trip to Japan to go and counteract such 
rumors and speculations in trade game practices. 

The Cuatrman. Of course, this is not a court of law and we are not 

required to observe the rules of evidence. 

Mr. Hosmer. It is not the Federal Trade Commission either, but 
we are trying a Federal Trade Commission case up here. 

The Cuatrman. We can throw this aside if it is useless or has no 
weight. 

Mr. Hosmer. It will have a lot of weight in this thing if we print 
it up. 
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The Cuarmman. We are not on a jury that will be prejudiced by 
anything that is presented. 

Would you answer one question for me, Mr. Diefenthal, please? 
Would you name a publication here in the United States that is com- 
parable in standing and dignity with that publication of Japan ? 

Mr. Dierentuar. I would say that here you would have the Waste 
Trade Journal, which I think is published weekly, and the American 
Metal Market, published daily. 

The Cuatrman. In other words, this publication is recognized in 
Japan in the same way as these two that you mentioned are recognized 
in America ? 

Mr. Drerentua.. Yes, sir. 

The CuairMan. In view of that, Mr. Hosmer, I hope that you will 
not object to the introduction of the testimony. 

Mr. Hosmer. Where do you want to put them, Mr. Chairman? Do 
you want to put them in the file or the record ¢ 

The CuarrMan. We want to put them in the record, but I want him 
to read the part that he feels is material for our consideration. 

Mr. Hosmer. I will continue my objection this time on the basis 
of economy. He has got a whole sheaf of these things and they will 
just clutter up the record. 

The CuatrMan. We do not want to do that. 

Mr. Moutrer. Mr. Chairman, may I make a suggestion which I 
think will be helpful and will conserve our record and the money in- 
volved. Why not ask the witness to very briefly summarize the na- 
ture of each of these parts of these bulletins that he thinks are perti- 
nent, not all of them but give us a typical illustration of what notice 
is carried here, and let him at his leisure excerpt from each of these 
bulletins the particular parts. For instance, here is a whole page. 
There are only about 10 lines that are pertinent to our inquiry. Here 
are another 10 lines. Excerpt that and submit it to the committee and 
then we can probably decide to put that excerpt into the record. Let 
him just tell us what is pertinent. 

Mr. Hosmer. Reserve the decision ? 

The CuarrmMan. That is very fine, gentlemen, but we are getting no- 
where fast. Suppose we have the witness read one of these quotations 
from one of them that he thinks is material. Go ahead and do that. 

Mr. DierentHAL. Well, the question came up the other day regard- 
ing the distinction between exports of scrap iron and the export of 
steel products, particularly pig iron. 

I think the statement was made that pig iron and steel products had 
not increased in the same proportion that scrap had increased and I 
pointed out that I thought it may in the future if that scrap was cur- 
tailed. 

I read here from the Japan Metal Daily of March 27, 1957, as 
follows: 

With the supply shortage of pig iron for steelmaking markedly alleviated in 
the United States, active export offers are being received by Japanese steel man- 
ufacturers. Such offers are being made for bulky shipments of 200,000 to 
300,000 tons. 

On the other hand, arrangements for the import of pig iron have been almost 
completely made by the pig iron importers association and little interest is being 
shown here by Japanese firms of pig-iron offers from the United States except 
for small purchases of less than 100,000 tons. 


—— 
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The pig iron importers association has recently received an offer of 300,000 
of pig iron from Detroit and Colorado, from Luria Bros. and another offer from 
Luria Steel Trading for 200,000 tons of United States pig. 

Other United States shippers have made offers ranging from 50,000 tons to 
100,000 tons. The demand for pig iron in the United States is reported to be 
declining as a pig-iron mixing rate has been reduced at American steel mills 
due to the falling prices of steel scrap. 

Meanwhile, such active offers of pig iron in the United States are expected 
to have a favorable effect on Japan’s imports of steel scrap from that country, 
as Japanese steel mills may turn to pig iron in case the fiscal 1957 demand for 
American steel scrap (estimated at 2,480,000) are not available in toto. 

The Cuarrman. I think Mr. Hosmer has a good suggestion: That 
we should not put all this in the record, and I think Mr. “Multer made 
a good suggestion that we should have it filed with the committee in 
the committee files with the understanding that we will have excerpts 
that are appropriate and important taken out and put in the proceed- 
ings of the hearings, put in the appendix of the hearing. Would that 
be satisfactory for you Mr. Hosmer ? 

Mr. Hosmer. I have no objection of putting the material in the 
files, but listening to what you just read, and what I have seen } ere, 
I don’t, frankly, find any pertinency to the hearing. 

The CHarrMan. Suppose we do this: We will have them filed with 
the committee and Mr. MacIntyre and his staff can select what he 
believes is important. 

Mr. Hosmer. I do not like to do that. 

The CHarrMan. I say submit it to the committee. 

Mr. Hosmer. Mr. MacIntyre has the editing job, and he can do 
almost anything in the world he wants to do. 

The CHatrMAN. Submit it along with the whole statement, and 
let the committee pass on it later. If the committee believes it is 
important to put excerpts in the hearings, all right; and if the com- 
mittee does not want them in the hearings, they will not go in. 

Mr. Hosmer. I have no objection to putting the material in the 
files at the present time, and subject to a later approval. 

The CHarrmMan. That’s all right. Without objection it will be 
filed with the 

Mr. Hosmer. After we have had a chance to see what his extracts 
are. 

The Cuatrman. So without objection they will be filed with the 
committee. 

Go ahead, Mr. MacIntyre. 

Mr. Brown. May I interrupt with a question? 

The CHARMAN. Yes. 

Mr. Brown. Do you subscribe to this Japanese trade paper? 

Mr. Drerenrnau. We subscribe to one of these, not to all of them. 

Mr. Brown. Do many of the people in the scrap business subscribe 
to this trade paper ? 

Mr. DierentrHAL. No; I w = say it is extremely limited and per- 
haps only those interested in exports would subscribe. 

Mr. Brown. But most of the people that do exporting get the trade 
paper ¢ 

Mr. Dierentuan. I would think all of the exporters subscribe either 
to all or at least one of these. 

Mr. Brown. Has it been in operation for a long time? 
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Mr. DrerentHAL. Yes; I think so, at least for the last year and a 
half or 2 years that I know of. 

Mr. Brown. Do you pay very much attention to what you read in 
there? 

Mr. DrerentHa. Occasionally we receive information from these 
journals that will help us in future dealings. 

Mr. Hosmer. May I ask, what do these prove, if anything? 

Mr. DierentTHAL. Well, let me say this, Congressman 

Mr. Hosmer. In your opinion. 

Mr. DrerentHAL. There have been here today many expressions 
that show a tendency on the part of you gentlemen to feel that we 
are presenting simply a cat and dog fight between competitors and 
that we hope to have, some of us hope to have the Government assist 
us in fighting people whom we aren’t able to fight ourselves. Perhaps 
this feeling exists because what has been presented up to now cannot 
be proven. 

Actually, the thing that we are here to show, at least I speak for 
myself, the thing I am here to show is something that operates rather 
insidiously. T hese are deals that are made in closed rooms. We can- 
not be present there. While we may know, as well as we know our 
own names, that these things do exist, while we hear them from every 
side, it is very doubtful if we held this hearing for 5 years whether 
you could ever get concrete proofs that there was a deal between the 
Luria Bros. and the OCCF. 

Mr. Hosmer. My question is: What do these papers, in your opin- 
ion, prove or show the committee ? 

Mr. DiereNTHAL. You mean keep it limited to Japan ? 

Mr. Hosmer. No; I don’t care—those are Japanese papers? 

Mr. DrerentHar. Those are Japanese papers and refer only to the 
Japanese situation. 

Mr. Hosmer. What is the committee supposed to learn from them ? 

Mr. DrerentTHaL. Well, I will go at it perhaps a little more, briefly. 
The only way that these things can be shown to the committee in a 
manner sufficient that we hope the committee may take some ac- 
tion 

Mr. Hosmer. It is an accumulation of evidence. 

Mr. DrerentHau. It is an accumulation of evidence. 

Mr. Hosmer. What do these papers show ? 

Mr. DrerentHaL. These papers show that certain rumors or if you 
will, statements or feelings or thoughts or knowledge which couldn't 
be proven by written documents were prevalent in the Japanese seg- 
ment of the scrap-iron industry, as well as among the American ex- 
porters. 

Mr. Hosmer. The ones you have testified to concerning yesterday, 
or Monday? 

Mr. Drerentuat. Yes. 

Mr. Hosmer. In other words, these are in substantiation of your 
testimony that certain rumors that you then told the committee about 
were actually rumors in existence in Japan at the time of these 
publications ? 

Mr. Drerentuat. That is right, and that by perhaps 

Mr. Hosmer. I, for one, have no doubt in my mind that those 
rumors did exist. There are probably an awful lot more of them. 
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I think probably your business practices in your industry are such 
that these have been more or less the nature of the business; is that 


not true? 


Mr. Drier 
Mr. Hosmer. 


ENTHAL. That is generally true. There are numerous 
You are ina ‘rough and tough industry ¢ 


Mr. Dirrentuat. We 
no holds are barred. 

Mr. Murer. Maybe 
papers may show that, even though the Federal Trade Commission 
hasn’t been able to put their finger on the evidence sufficient to go to 
court or issue a cease-and-desist order, the whole world knows every- 
body is fighting for this market and the whole world knows who is 
getting the best break in the market ? 

ENTHAL. I think they would show that, definitely. 


Mr. ~DIEF 
Mr. Mur 


go from there? 
ENTHAL. That is a very difficult question to answer. I do 
not know how far your 
[ have no great knowledge of congression: al procedure. 

Assuming that, after 
that something as we have described here did exist, and existed in a 
manner that was actually dangerous to small business, I know of no 
way that you could compel the OCCF or the Japanese to comply 
with what we feel are American business principles and precepts. [ 
would say legislation would, of course, be wonderful, but I, frankly, 
have very little hope of that. 

The Cuarrman. May I suggest to you that, since we have the purse 


Mr. Dier 


strings and they 





are in a highly competitive industry where 


we can put it another way. Those trade 


ter. Now, assuming that is now established, where do we 


committee can go. I am not an attorney; 


this hearing were over, you gentlemen felt 


are getting the money from us, to that extent we 


should have some influence on their not violating the principles of 
fair play in this country, should we not ¢ 


Mr. DrerentTHaAt. 


It would seem that way to a layman; whether 


that is a consideration actually, I don’t know. I would think that 
it should be sufficient if this committee, as I say, sees this danger as 
that this committee could request the State Department 
and the Commerce Department to explain to these foreign customers 


we see it; 


the circumstances. 


Certainly, I know we can’t force them to do busi- 


ness our way; we can’t tell them to do business with anybody; that 
is beyond the pale of this hearing, certainly. 

But I think the suggestion, first, to the Commerce Department that 
perhaps licenses should not be issued for a specific area 80 percent to 


1 company. 


A suggestion perhaps to the State Department that, 


well, “You fellows talk with the Embassy every day; tell the Em- 
bassy that certainly this is not our way of doing business and that, if 
we are going to give them the money to buy our material, let them 


_ spread it around a little bit.” 


We don’t care who it goes to. I think, if the competition is free, 
the best people will fin: ally get a substantial share, their share, and 
perhaps will get a little more than their share, some a little less than 
But, cert: uinly, all anyone could ask for is an opportu- 
nity to get their share. 


their share. 


Mr. Mut 


TER. This is most certainly an unusual experience for the 


Small Business Committee in the House. From what little I have 
observed in this hearing, we have 3 of the biggest competitors in this 
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field—certainly, big business in my mind—coming in and pointing a 
finger at the fourth in the field, who is maybe a little bigger than 
those 3, but big business, coming in here and trying to help the little 
fellow. This is revolutionary. 

The Cuamman. This is just a fact, Mr. Multer. 

Mr. Drerenruar. Well, I think the scrap industry is perhaps 
unique in American enterprise. 

Mr. Hosmer. I would like to ask either you or your company, 
Southern Metals & Minerals Co.— 

Mr. DrerentuaL. That is not the name. 

Mr. Hosmer. What is it ? 

Mr. DierentHaL. Southern Scrap Material Co., Ltd. 

Mr. Hosmer. It had a business arrangement with Luria Bros., did 
it not? 

Mr. Drerentuat. We have had many times for the past 15, 20 years. 

Mr. Hosmer. From 1953 on, what kind of relationships did the 
company have with them ? 

Mr. Direrentuat. In 1954, when they arranged their exclusive con- 
tracts with the OCCF, they requested that we buy for them in the 
gulf area 

Mr. Hosmer. You were a broker for them there ? 

Mr. Direrentnat. We were a broker for them at that time. 

Mr. Hosmer. How long did that last ? 

Mr. Dierentuat. We were a subbroker. That lasted, I think, from 
the—I think the first cargo we shipped to them was in September 
1954, and the last order we took with them was in July, I think, of 
1956. 

Mr. Hosmer. That is when you went into it directly—— 

Mr. Drerentuar. We had gone into it prior to that directly with 
Japan, and the fact that we had gone into that directly prior to that 
had a great deal to do with the fact they no longer gave us a portion 
of OCCF business. 

Mr. Hosmer. Did you do other business during that period of time? 

Mr. Direrentruar. No; I say no; it is possible we sold them one 

carload here and there, something very small. We have many spe- 
cialty items in the business, and it could have been. 

Mr. Hosmer. Were you in such relationship with them that you 
could make representations to potential customers or sources relating 
to Luria Bros. ? 

Mr. DirerentuaL. No; we bought entirely on our own, and, in fact, 
we wanted to build ourselves up with our customers, not Luria Bros. 

Mr. Hosmer. During that period, did you, in fact, build yourself 
up on the basis of a Luria Bros. business ? 

Mr. Dierentnat. We enjoyed a very good business during those 2 
years. During the entire time it was going on we felt that sooner or 
later, when Luria Bros, was equipped to handle it themselves, that 
the ax would fall. We knew they came to us at that time only as a 
matter of expediency. 

Mr. Hosmer. They terminated the relationship and not you, then? 

Mr. DrerentTHa.. Yes. 

Mr. Hosmer. Thank you. 

Mr. MacIntyre. May I ask one question, Mr. Diefenthal ? 
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Is it a fact that on that piece of business that you did get was it at 
the price of having to pay Luria a fee on every ton that you had 
shipped—I mean on every ton that you did ship on the business that 
you had already gotten for shipment to Japan ? 

Mr. Drerentrua. Well, that is another matter. At first that was 
not so. We sold to them, as I said, beginning in July of 1954 for the 
OCCF, 2 to 3 cargoes of steel scrap a month. 

Mr. MacInryre. My question went to the Japanese business. 

Mr. Dierentuav. I am coming to that, please. We continued that 
through the latter half of 1954 and all of 1955. Toward the end of 
1955 we were offered a very attractive piece of business directly from 
Japan; and after a certain time, during which we gave this consid- 
eration, we accepted this business. 

We then assumed the position of doing business with the OCCF as 
a broker through Luria and directly with Japan. The fact that we 
were doing business directly with Japan was extremely distasteful to 
them. 

Asa result, we were advised in no uncertain terms that if we wanted 
to continue—first, let me say that the direct business we had with 
Japan was not a sufficient market, it was a very small amount of busi- 
ness—we were advised in no uncertain terms that if we wanted to con- 
tinue to ship 2 or 3 cargoes a month through Luria to the OCCF, 
we must allow them to participate in our Japanese business, which 
we did. 

Mr. MacIntyre. To what extent? 

Mr. Dierentuar. We were to give them a dollar per ton commission 
on our Japanese business in return for them allowing us to ship to the 
OCCF through Luria as a broker. 

Mr. MacInryre. Did that apply on business you had already re- 
ceived orders for? 

Mr. Dirrentuan. Yes. We had already received the contract, but 
they insisted that they be cut into it to that extent. 

Mr. MacInryre. It became a tribute in order to get your European 
business; that is, what was promised as European business ? 

Mr. Dierentuar. That is correct. 

Mr. Hosmer. Was any of this substandard scrap Mr. Feldman re- 
ferred to out of your yard ¢ 

Mr. Drerenruat. I hope not. 

Mr. Mutrer. Mr. Diefenthal, I can’t—not that I don’t respect your 
right to do business and your right to grow from a small into big 
business, but I can’t shed a tear for any of you while you fight to im- 
prove the business amongst yourselves. But you stir me into action 
if you let me know how to help the smaller fellow get his share of the 
business you men have allocated among yourselves. 

Mr. Drerentuar. Well, Congressman, size is a very relative thing. 
We are here, I think largely concerned with exports. The export of 
steel scrap is not a business in which every dealer can engage. It 
requires a rather substantial financial backing. It requires brokerage 
connections to some degree. 

Ordinarily, it requires that you be located in a port, which in itself 
would eliminate a large number of the members of our industry. 

These things being taken into account, I think we could say that 
fully 90 percent of the people in our industry are not only incapable 
but would not be interested in export business. 
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Accordingly, since we are only taking 10 percent, it is a question of 
the relative size of those included in the 10 percent; there is a sub- 
stantial difference between the largest and the smallest in that 10 per- 
cent. 

Mr. Mutter. I still would like to see how we can help the small- 
business man. 

Mr. Brown. Will the gentleman yield? 

Mr. Mourer. Certainly. 

Mr. Brown. What extent is your export business of your total busi- 
ness / 

Mr. DrerentrHat. I would say 99 percent has been export business 
since June 1954. 

Mr. Brown. Now, being in the export business, if your sales are re- 
stricted unnecessarily, if they should be, you w ould be after the do- 
mestic market that the little fellow now has, is that true? 

Mr. Dierentuat. No, sir. That is not true. If our export business 
were restricted at this time, there are no domestic markets open to 
us which would allow us to compete with other exporters. 

Mr. Brown. Excuse me, Mr. Chairman, just an inquiry; would it 
be permissible to ask a few questions about this domestic business at 
this time? 

The CuarrmMan. Certainly. 

Mr. Brown. Along that line, how free is the competition in this 
business for the domestic trader ? 

Mr. Drerentuat. This is a matter of area, mainly. In some areas 
it is not at all free, in other areas, I would say it is wide open. 

Mr. Brown. Now, in your area, are there any stores closed to you 
down there? 

Mr. Drerentuat. In our area, historically, we can ship to two 
places. We can ship up the river due to cheap barge freight rate to 
any one of perhaps four mills. We can also ship by barge to Hous- 
ton, Tex. Those are our domestic markets. 

However, if we could not receive, if we did not receive any export 
orders, all of these markets, however free they were, would be simply 
useless to us because the other exporters who have orders could pay 
prices far and beyond anything we could pay by virtue of those 
domestic markets after taking into consideration the freight which 
we pay to get our scrap to those mills. 

Mr. Brown. In the area that you serve where the freight advan- 

tages are, I mean where the freight advantages make it pr: ractical for 
you to sell, are there any doors closed to you? Can you do business 
with anybody big enough to do business with ? 

Mr. Dierentuat. No. At one time we made substantial shipments 
to the Granite City Steel Co., directly. This market is now controlled 
by Luria Bros. 

Mr. Brown. How long has that been going on? 

Mr. Drerentrnat. Their exclusive arrangement began—just as a 
guess, now, I would say probably 1n1953, maybe earlier. 

Mr. Brown. Are there any other mills that have exclusives? 

Mr. Dierentuat. Yes. We formerly sold to the Southwest Steel 
Corp., as brokers for the United States Steel Corp., in Pittsburgh. 
Southwest Steel Corp., has since, of course, been taken over by Luria 
Bros., as testified earlier. 
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Mr. Brown. It is now owned by Luria ? 

Mr. DirrentHat. It is now owned by Luria Bros. 

Mr. Brown. Any others? 

Mr. Dierentrua.. I think of our particular markets, the larger ones, 
those two would be the main ones that have been shut off to us, others 
toa degree. But not entirely. 

Mr. Brown. Do any of these steel mills in your area, of which you 
have personal knowledge and have business relationships, have any 
exclusive deals with anyone else besides Luria Bros. ¢ 

Mr. Dierenruat. As far as I know, there are no exclusive brokerage 
deals between any mills and scrap brokers in this country other than 
these that exist with Luria Bros. 

Mr. Brown. And is this- 

Mr. DierentrHa, Let me complete my statement. Mills usually 
have 3, 4, or 5 brokers who supply them. 

Mr. Brown. Well, now, this exclusive arrangement with Luria 
Bros. that exists in several instances, I assume, is a comparatively 
recent development in this business, or does that go back for a long 
period of years ? 

Mr. Direrentuau. No; I think the earliest of it goes back to 1950, 
give a year or take a year or two, certainly since after the war. 

The Cuarrman. Mr. Hosmer suggested that we have been in session 
here a long time, and I think it is well that we consider that. 

We commenced at 9:30 this morning. We will have to go over until 
tomorrow morning. 

Now, when shall we meet tomorrow morning, when do you suggest 
Mr. Hosmer? 

Mr. Hosmer. It is immaterial to me. I won’t be able to be here 
at 10. Ihave to go before another committee. 

The Cuarrman. Mr. Multer suggested 10 o’clock. Will 10 o’clock 
be all right ? 

Mr. Brown. Yes, sir. 

The Cuatmrman. Are we through with this witness ? 

(Conferred with counsel.) 

The Cuatrman. The committee will stand in recess until 10 a. m. 
in room 1301, New House Office Building. 

(Whereupon the present hearing was terminated at 4:34 p. m.) 
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SMALL-BUSINESS PROBLEMS RELATING TO IRON AND 
STEEL SCRAP 


THURSDAY, MAY 23, 1957 


House or REPRESENTATIVES, 
SeLect Committee To Connucr a StuDY AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BUSINESS, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a. m., in room 1301, 
House Office Building, Hon. Wright Patman, chairman, presiding. 

Present: Representatives Patman (chairman), Evins, Multer, 
Yates, Roosevelt, Brown, Riehlman, Seely-Brown, Sheehan, and 
Hosmer. 

Also present: Everette MacIntyre, general counsel; Wm. Summers 
Johnson, chief economist; Frances K. Topping, economist; Clarence 
D. Everett, staff member; Marie M. Stewart, clerk; and Victor P. 
Dalmas, adviser to minority members. 

The Cuarrman. The committee will please come to order. Morris 
Schnitzer is our first witness. 

Will you hold up your hand and be sworn ? 

Do you eae swear the testimony you will give to this com- 
mittee will be the truth, the whole truth, and nothing but the truth, 
so help you God ? 

Mr. Scunirzer. I do. 

The CHarmrMan. Will you identify yourself for the record, Reon? 

Mr. Scunirzer. Morris Schnitzer, president, Schnitzer Steel Prod- 
ucts Co., Portland, Oreg. 

The CuarrmMan. Mr. MacIntyre, will you interrogate the witness, 
please ? 

Mr. MacInryre. Yes. 

The CuHairman. You have a prepared statement ? 

Mr. Scunirzer. Yes. 

The CHatrMaNn. We will be glad to have it, sir. Is it distributed? 

Mr. JoHnson. Yes. 

The CHairman, All right; you may proceed in your own way, sir. 


TESTIMONY OF MORRIS SCHNITZER, PRESIDENT, SCHNITZER STEEL 
PRODUCTS CO., PORTLAND, OREG. 


Mr. Scunirzer. 1. Offshore exports: The principal export com- 
modity from the island of Guam for the last ¢ years has been scrap 
iron and nonferrous metals. This industry on the island of Guam is 
also the principal civilian employer, and provides a source of liveli- 
hood and sustenance to more families than any other business on the 
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island; it was an eyesore, and many thousands of tons were dumped 
into the sea in an attempt to rid the island of debris. 

It is impossible, because of the high freight rate of about $35 per 
ton, to return this item to the United States. Therefore, the only 
commercial outlet available is the Japanese market, and for that reason 
the item should be allowed to be exported freely ex quota and the 
present embargo restrictions should be lifted immediately to prevent 
additional undue hardship. 

It is my feeling that all offshore scrap from the Pacific islands and 
Alaska should be treated as ex quota and be allowed to move freely. 

I may say—it is not in the statement—that we are also interested in 
Alaska scrap, where we have our own plants. 

The Cuatmman. Doesn’t Europe have a lot of scrap by reason of 
the war? 

Mr. Scunitzer. In Europe? 

The Cuamman. Yes, sir. 

Mr. Scuntrzer. This is a funny thing. I happen to be familiar 
with the European situation in 1945, having been on the Scrap Com- 
mittee set up by General Marshall to survey the scrap. At that time 
the bulk of the scrap was turned over to the foreign countries. A few 
sales were made, but the bulk of the scrap there today is being pro- 
duced by the United States forces in their normal production, and 
the tonnage is not too great. 

The CuHarrmMan. I see. You may proceed, sir. 

Mr. Scunrrzer. 2. Exports from the Pacific Northwest: Exports 
have in the last 4 years consisted of, mainly, No. 1 heavy melting, 
No. 2 heavy melting, bundles, cast iron scrap, and unclean motor 
blocks. 

Four years ago, before exports started taking our material from 
the Pacific Northwest, our business was in the doldrums. We were 
baling bodies and stockpiling bundles with no market for this ma- 
terial. Because we could no longer finance and hold a large inven- 
tory of approximately 12,000 tons of bundles alone, we were forced 
to sell a part of our inventory to a local mill, just to keep our plant 
operating, but a majority of the material was sold at less than our cost 
of production. We could not sell our No. 2 scrap, our No. 1 scrap, 
nor all the bundles, motor blocks, and cast that we could produce and, 
finally, in desperation, we invested a large sum of money in export 
facilities, cranes, magnets and other equipment, and we had to go into 
the export field in order to find an outlet for our scrap. We were 
able to dispose of the large quantity of bundles which we had pro- 
duced and piled up. We were able to dispose of the large quantity 
of unclean motor blocks which had no market in the Northwest except 
Bethlehem Steel in Seattle, and they were buying only locally— 
only locally, that is, in the Seattle area—in small quantities. 

The Pacific Northwest area has always been a plus —— ing area; 
it has always produced an excess of motor blocks, cast iron, No. 2 
bundles, and No. 2 heavy melt. These facts can be proven when you 
take into consideration that over 250,000 tons of scrap were shipped 
out of Oregon and Washington last year and the local mills in the 
Northwest continue their normal operations without interruption. 

We, therefore, feel export from the Pacific Northwest must continue 
in order to allow this area to move the excess quantity of No. 2 bun- 
dles, motor blocks, cast iron, and No. 2 heavy melt. Without export 
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the market would be so limited that we and many others would cur- 
tail our present operations by at least 50 to 75 percent because of the 
Government interference and restrictions. This, in turn, would re- 
bound down the line to the stevedores, scrap collectors, small country 
dealers, truckers, and so forth. 

3. Japan cartel buying policy: Because of our office that we have 
maintained in Japan for the past 7 years to handle our normal busi- 
ness relations there and because of our past and present reputation as 
being one of the larger producers of scrap in the Pacific Northwest, 
the Japanese scrap-purchasing cartel last year recognized us as a 
direct shipper and contracted with us through most of the year 1956 
for our scrap cargoes. 

In November 1956, because of concern by the Japanese that they 
would no longer be able to secure the large tonnage of scrap that they 
required for consumption there, a change of policy occurred in the 
Japanese cartel which can only be attributed to pressure brought on 
them. The cartel was maneuvered by the largest supplier to place 
the bulk of its orders with them—that it could guarantee, through their 
connections, sufficient quantity of scrap and export permits for this 
scrap; that the cartel must eliminate from their shipper list all of the 
smaller shippers and suppliers, and that the cartel restrict their buy- 
ing to just the few largest brokers. As a result of this pressure 
squeeze, we were eliminated as direct suppliers and were forced to sell 
our material to the only two brokers allowed to purchase in the North- 
west. 

We were required, after being forced out of the cartel, to sell our 
scrap shipments through Luria or Hugo Neu. Until this time Luria 
had never purchased a cargo of scrap in the Pacific Northwest, and 
since that time we have been. selling our scrap through the two brokers. 

Luria is now attempting to buy directly from “other dealers and 
suppliers who formerly sold export through us and others, and Luria 
is also stockpiling and exporting this material directly themselves, 
having eliminated us from direct export competition in this area. 

In order to further their control of the scrap situation in the North- 
west they have, in the Seattle area, arranged to move into a new yard 
which was formerly operated by Dulien Steel, but purchased with 
Bethlehem money for use as a scrap yard by Luria, and this will be 
operated by a Luria subsidiary, Lipsett, Inc. 

Dulien Steel was also eliminated from the cartel by the same squeeze 
movement that eliminated us. 

In Portland, Luria has rented property and are purchasing in com- 
petition to us on a dealer basis so, now, instead of actually being a 
straight broker, they will be in the Northwest in the position of dealers, 
brokers, and exporters. 

4. Department of Commerce export controls: I believe this commit- 
tee should find out how Luria could guarantee to the cartel last fall 
that they could produce 250,000 tons in export licenses, to guarantee 
shipment of a like tonnage when the Japanese mills needed this mate- 
rial badly and wanted guaranties from us and other shippers that they 
could supply this material and obtain the licenses and permission from 
Washington to export it. 

We were told by the authorities in the Department of Commerce 
that we could obtain export licenses on application on a cargo-to-cargo 
basis. 
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But, after promising to obtain an export license for 250,000 tons, 
Luria was given the contract to furnish this material; we were elimi- 
nated as cartel suppliers and a week later Luria came up with licenses 
for 250,000 tons of scrap. This marked the elimination of Schnitzer 
Steel Products Co. as direct export shippers to Japan. 

In November I went back to the cartel when we knew that they 
were arranging to purchase 2,400,000 tons for the next year’s require- 
ments. We received a cold reception from the cartel, and they told 
us that we were merely small shippers and, therefore, without enough 
influence and could sell to only Luria or Neu. 

If this committee is going to protect the smaller businessmen, such 
as myself, the situation is such now that the State Department and 
the Department of Commerce must insist that a fair percentage of all 
export orders be evenly distributed to any shipper who is capable of 
making delivery. 

The cartel should be instructed to purchase directly from all dealers 
and suppliers in Oregon, Washington, California, and elsewhere. 

Unless this is done in the very near future, and unless this commit- 
tee takes action, we will be economically dominated and throttled by 
the huge octopus which is now enveloping our entire domestic and 
export scrap industry. 

The CuatrmMan. Now, I wish you to clarify this last part of your 
statement for me: 

I have a feeling that where the money is obtained either by loan or grant from 

the United States or from any of its agencies that we can properly inquire into 
the manner of sale or purchase. 
But in this case you do not indicate whether the money that is used 
to purchase this scrap is obtained through either the Export-Import 
Bank or any of the other agencies of the Government or the World 
Bank or other grants from the United States. Could you enlighten 
us on that? 

Mr. Scunirzer. I can’t give you too much information. I know 
this, the United States has loaned some of the mills money to rebuild 
their mills through the World Import-Export Bank. They have 
made them some loans to rebuild their mills. As far as buying the 
scrap and so forth, I do not think that we are loaning them the money. 
I do not think, however, that—I am not saying this—I know that the 
buying is done with State Department and Commerce Department 
approval. 

The Cuarrman. And you feel that that is where we come in, where 
it is done with the approval of a department of our Government! 

Mr. Scunirzer. There is no question about the fact that it is so 
important to the economy of the Japanese that anything the State 
Department asks them can be obtained over there, especially when 
they know it is reasonable. 

The Cuaman. Thank you. 

Mr. McCuniocn. Mr. Chairman, I would like to ask a question 
there. 

The Cuarrman. All right, Mr. McCulloch, go right ahead. 

Mr. McCutzocu. Do I understand from the statement that you 
have just made that you believe or tend to believe that the State De- 
partment or the Department of Commerce has asked some Japanese 
mills or the cartel to make their purchases through a favorite exporter 
in this country ? 
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Mr. Scunirzer. No. I don’t think the State Department or the 
Commerce Department will tell the Japanese to buy through an ex- 
porter. I don’t think it is fair. 

Mr. McCuttocn. Do you think that the State or Commerce Depart- 
ment would infer that they would be better off if they bought through 
any given exporter ¢ 

Mr. Scunirzer. No, I don’t think anybody would be foolish enough 
in any one of the departments to make such a statement. 

Mr. McCutsocn. Do you think that this favorite exporter in the 
Pacific has had unfair advantages from any officers in this country? 

Mr. Scunrrzer. Well, now, you are leading to a very tender subject. 

Mr. McCutxocu. I know, but that is the real crux of the thing in 
my mind. 

‘Mr. Scunirzer. You are leading to a very, very tender subject. 
The answer to that is “ Yes.’ 

Mr. McCutxocn. Could you explore that in all of its ramifications 
so that all the facts of the story can be laid on the record ? 

Mr. Scunirzer. Briefly, let me say this: In August of last year, 
after having served the cartel through the year 1956, in August of 
1956 the cartel through its trading firms and members and so forth, 
asked us, as they did many others, if we could guarantee them a 
iarge tonnage of scrap and get permits for the material, even though at 
that time scrap was being exported on a cargo-to-cargo basis; that i 1S, 
on a license for each cargo basis. 

Mr. Mvutrer. Will you stop there a moment? Will you yield, 
please? That meant the person applied for the license had to have 
an order for the purchase of the scrap and had to have the scrap on 
hand? 

Mr. Scunirzer. Correct. 

Mr. Mutter. And then showing they had the inventory to supply 
the order and the order, they then got a license to ship ? 

Mr. ScHNITZER. They sent to the Department of Commerce and 
they would issue one cargo at a time unless you had been lucky when 
this order was written by the Department of Commerce and had— 
as in one case, 1 broker had 3 permits allowed and he could load 3 
boats at one time. One more firm had nine. The balance of the people 
in the United States had a 1-to-1 basis. 

Mr. McCutrocn. Could I interrupt you right there, if I may. As 
IT understand it, all these export permits except for 2 exporters were 
limited to 1 cargo from time to time? 

Mr. Scunirzer. Correct. You could get another one. 

Mr. McCutiocn. Yes, I understand that. 

Mr. Scunirzer. If you showed a bill of lading and filed for another 
one. 

Mr. McCutiocu. Could you give us the name of the exporters who 
got permits for more than one cargo at a time? 

a . Scunirzer. I think your records will show that Hugo Neu had 
2 or 3 at one time and Luria had, I think it is, 8 or 9 at a time. 

Mr. McCutxocn. Do-you know or do you have any opinion why 
those export permits were limited to 1 cargo to all other exporters 
except the 2 that you have named ? 

Mr. Scunrrzer. I have an opinion that when the bill was written or 
when the order was written it was based on past performance, when 
the subject was taken up of licensing. 
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Mr. McCutxiocu. And, from that, do you think that if your past 
performance had been the same as Luria Bros.—and what is the other 
one ¢ 

Mr. Scunirzer. Hugo Neu. 

Mr. McCuttocu. And Hugo Neu, that you would have had the 
same treatment as these two exporters had ? 

Mr. Scunirzer. If our past performance had been ? 

Mr. McCutiocn. Yes. 

Mr. Scunirzer. Well, I don’t think that is the purpose of this com- 
mittee. Yesterday a statement was made, “If I am a small-busi- 
ness man starting out in the world today, what chances have I got?” 

Mr. McCuttocu. One of the things that I am interested in as a 
member of this committee is whether or not there has been any im- 
proper favoritism granted to anyone, everything else being equal, with 
the standards that have usually been applied in alloc: ating short ma- 
terials. Then we will go into this other facet of your story later on. 
You see what I mean? 

Mr. Scunirzer. Based on the way the bill was written, there has 
been no favoritism. 

Mr. Muwrer. You mean the order? 

Mr. Scunirzer. Based on the way the export order has been written, 
T don’t think anyone can say there has been any favoritism because I 
have had no problem getting a second cargo-export permit in the 
past. 

Mr. McCuttocu. Do you think that the two exporters who have ex- 
ported most scrap have been able to get direct or indirect assurances 
or guaranties to the Japanese cartel that they will be able to get the 
yermits necessary to meet the requirements within the overall 
Salindions a 

Mr. Scunirzer. Yes. 

Mr. McCuttocu. And have you been able to get any assurances? 

Mr. Scunirzer. No. 

Mr. McCutxocu. Do you know why the two who exported the most 
were able to get those assurances and you were not ? 

Mr. Scunirzer. No. 

Mr. McCutxocu. Do you know who gave those assurances, or could 
have given them, from official sources in Washington? 

Mr. Scunirzer. That is the $64,000 question. 

Mr. McCuttocu. Well, that is the reason that I am trying to pursue 
it. Iam trying to pin this thing down. 

Mr. Scunirzer. No; that is the $64,000 question. 

Mr. McCutxocu. I am trying to pin it down from supposition to 
inference to fact. 

Mr. Evins. Just one question. 

The Cuarrman. You may interrogate the witness, Mr. Evins. It 
is your time. We alternate from side to side. 

Mr. Evins. Why in your opinion did the Department draw this 
order in the manner in which it did? Do you have an opinion about 
the matter? 

Mr. Scunirzer. Which order are you referring to? 

Mr. Evins. The export order here. 

Mr. Scunirzer. I believe the order was written when it appeared 
that a large tonnage of scrap might be leaving both the East Coast 
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and West Coast and there might be a shortage of scrap. The feeling 
of the American steel mills, on the other hand, that it might affect 
them tonnagewise and pricewise caused a common ground for meeting, 
and there were meetings in 1955 discussing exports and preliminary 
work. The Department of Commerce, after consideri ing the domestic 
side of the problem and knowing the foreign countries were dependent 
on us, decided to restrict and license scr ‘ap. 

Mr. Evins. In other words, in your opinion an export license order 
was drawn in such a manner as to favor Luria and Hugo Neu? 

Mr. Scunirzer. No. Your question is not quite basically sound. 
The order was not written to favor those two exporters; no. The 
order was written to try to set a reasonable limit on exports, protect 
domestic, and also be fair to the foreign countries that needed the 
material. 

Mr. Evins. In your opinion, the net effect of the order 

Mr. Scunirzer. The way the order was written, the wording and 
the way the order was written, helped those two people. However, 
it didn’t harm anybody else, even myself. I want to make that clear. 
It did not harm any of us because there is a very distinct point to main- 
tain there. It did not harm anybody. It gave them a little bit of 
prefer ‘ence in the way they could ship more tonnage at one time by 
having more licenses. 

Mr. Evins. The net effect of the order, in your opinion then, Mr. 
Schnitzer, is that the result of the order favored—the end result 
favored the Neu Co. and Luria Co. ? 

Mr. Scunirzer. The way it worked out, as you say, the net result 
favored them only this way: that they could be loading 2 or 3 boats 
at 1 time while we could load only 1 boat at a time. That was the 
net result, but we weren’t restricted. We could send the papers in, 
immediately start loading another boat, but they could load 4 or 5. 
That is not a bad part. The point in question—there is no argument 
about that or no bone of contention as far as the way the order was 
written. The bone of contention was in August of 1956, when the 
Japanese just about expired their quota and were afraid production 
here was starting to climb way up, were afraid that prices were going 
up and were afraid that the Americans might put restrictions on 
their export quota for 1957, came into the market and started asking 
us “Can you guarantee us 4 or 5 cargoes for the rest of the year, from 
August ?” 

Mr. Evins. In your opinion how should the order have been written ? 
How would you have improved the order, in your opinion ? 

Mr. Scunirzer. Now, you have me there. Without having com- 
pleted my statement, and that statement is entirely different from the 
way you are talking about the order itself. There are two separate 
points which I don’t think you quite understand. 

Mr. Evins. Go right ahead. 

Mr. Murer. Are copies of these orders part of our record, Mr. 
Chairman ¢ 

The Cuatrman. I don’t know that we have them yet. 

Mr. Murer. Can we get them and make them part of the record? 

The Cuarrman. I think we have them. 

Mr. MacInryre. Mr. Chairman, we have been working with the 
Department of Commerce to get a complete set of all of those bulletins 
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that carry those orders and yesterday afternoon they were submitted to 
us by Mr. Williams, the Chief of the Office of E xport Supply down 
there, and we have them with us. He is one of the witnesses this 
morning to identify them, and we will place them in the record. 

Mr. Evins. Go ahead. 

Mr. Scunrrzer. First let me answer your point so I can get you 
straight. As far as the order, as I stated before, it didn’t put anybody 
under any inconvenience. 

Mr. Mutrer. Will the gentleman yield? 

Mr. Evins. Let him finish and then I will yield. 

Mr. Scunirzer. The order, as I think you have asked the question 
to be answered, didn’t favor anybody or put anybody at odds. How- 
ever, in August we asked if we could get, as did others, a guaranty 
or a license for 4 or 5 car goes ahead. Mind you, we were only allowed 
one cargo at a time. The cartel asked us, can you get us a guaranty 
of 4 or 5 cargoes? We called Washington, called our institute here, 
talked to other people here. We were told definitely the way the order 
is written you are only allowed 1 cargo, on a 1-cargo basis, and that 
Luria themselves, if they want to ship to Japan, have 9 ¢ argoes, can 
ship 9 cargoes at one time to Japan. 

We cabled back to Japan, talked on the phone to our own office in 
Japan and told our people there that we could only guarantee one 
cargo on a cargo-to-cargo basis. A week later the cartel issued an 
order for 250,000 or 300,000 tons to Luria because Luria had guar- 
anteed them that they would get all 

Mr. Murer. How many cargoes is that in quantity ? 

Mr. Scunirzer. Figure about 9,000 tons to a cargo. 

Mr. Evins. You stated again, while you are not charging any 
unfairness in the draft of the order, the net effect of the order favor 
these two concerns. 

Mr. Scunirzer. The net effect did favor them in that way, that 
they had more shipping than anybody else, but up until this time we 
had no problem. 

Mr. Evrns. Who owns the Luria Co. ? 

Mr. Scunirzer. Luria is a division or subsidiary of Ogden Corp. 

Mr. Mutter. What company ? 

Mr. Scunirzer. It is owned by the Ogden Corp. 

Mr. Evins. Tell us the type of organization, how it is set up, what 
do you know about it? 

Mr. Scunirzer. That you will have to get from them. I don’t know 
what their workings are. 

Mr. Evins. On the basis of the order as drawn, how many cargo 
shipments could you make per month 4 

Mr. Scunirzer. One at a time, but if we were forced to load we 
could load 3 to 4. 

Mr. Evins. That is all you are permitted, but your potential 
what ? ; 

Mr. Scunirzer. Three to four. 

Mr. Evins. Four ? 

Mr. Scunitzer. Right. Last month we did ship 314 to 4 cargoes. 

Mr. Rreutman. How large an operation do you have? 

Mr. Scunirzer. Which way do you want the question answered? 

Mr. Rreutman. Just the way I asked it. How large an operation 
do you have in the scrap field? 
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Mr. Scunirzer. We own a scrap collecting agency called the Island 
fquipment Co. They employ about 15 or 20 men. We own a scrap 
collection agency in Anchorage, Alaska. We employ 7 or 8 or 10 men 
there, 6 months a year. In the city of Portland, Schnitzer Steel 
Products employs about 45 or 50 men in their scrap iron and equip- 
ment division. In the scrap-iron division there are about 2° men. 
When we stevedore our own scrap, which we do, we do that through a 
stevedoring firm, but we supply our own cranes. Dollarwise, I would 
say we do 6 or 7 million dollars a yea1 

Mr. Rienuman. How many cargoes of scrap would 6 or 7 million 
dollars be? 

Mr. Scunirzer. Based on today’s figures ? 

Mr. Rrenuman. Yes. 

Mr. Scunirzer. About 12 cargoes. 

Mr. Riruuman. Then, of course, that would have taken your whole 
year’s supply if you could have shipped one cargo a month for the 
volume of business you have been doing ? 

Mr. Scunirzer. Last month we shipped four cargoes. 

Mr. RiruitmMan. Well, lam saying on the volume of business of 6 or 7 
million dollars that you have been doing, that that would be equivalent 
to a 12 months’ operation, and that would be 1 cargo a month ? 

Mr. Scunirzer. That is correct. 

Mr. Riwuiman. So that if you were permitted to ship one cargo a 
month that would be your year’s business, and you wouldn’t have been 
discriminated against, would you? 

Mr. Scunirzer. I made myself very clear here, that it did not affect 
us and we were not discriminated against. I think the record is very 
clear. 

Mr. Rresiman. That is what I am trying to clear up. 

Mr. Scunrrzer. No; I have made myself clear in a half dozen state- 
ments here on that point, that as far as the cargo-to-cargo basis, it did 
not discriminate or affect us. 

Mr. Rieutman. I am trying to find out what your problem is. 

Mr. Scunirzer. Again, I willrepeat. I don’t think you quite under- 
stand. 

Mr. RienuMAn. I am sure I don’t 

Mr. Mutrer. He is asking the question so he can be made to under- 
stand, 

Mr. Scunirzer. Mr. Evins asked me the question, and I thought I 
made it plain, but I will again repeat the statement. In the period of 
1956, when there was licensing on a cargo-to-cargo basis, as far as I 
am concerned—I am not interested in Hugo Neu or anybody else, I 
am talking about myself and the Department of Commerce—we were 
permitted a cargo-to-cargo basis which meant when I loaded out one 
boat I could apply to the Department of Commerce and get a second 
permit, and in that period of time we only shipped 8 cargoes, maybe 
9. I believe it is 8 or 9, something like that. 

Mr. Rrentman. We would like 3 you to be fairly accurate if you can. 

Mr. Scunirzer. I can’t give exact figures without checking, but we 
had no problem on that, period, up until August of that year. In 
August the cartel had about exhausted their so-called quota. In 
August they were worried about the scrap market raising in the 
States. About that time world production of ships started raising. 
They were over buying tonnage of new ships in Japan and elsewhere. 
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Anybody with half the intelligence that they were born with could 
understand that the market was starting to pick up a little, both do- 
mestic and foreign. So in August they asked us, can you supply us 
with 4 or 5 cargoes and guarantee licenses for such? I don’t know 
what they asked the others, but ourselves being small people, I assume 
that our share < the deal was about 4.or 5 cargoes, and that is what 
they asked us, Can you guarantee 4 or 5 cargoes before the end of the 
year? Can you get licenses for same? We applied to Washington. 
Washington said, one cargo at a time. We will not give you ‘four 
licenses. 

Mr. Rreniman. Do you understand that point ¢ 

Mr. Murer. We understand that, but how did it hurt you? 

Mr. Scunirzer. Washington said they would not give us four 
cargoes at one time. 

Mr. Mutrer. You couldn’t ship four at one time. 

Mr. Rren~man. You couldn’t. You wanted to ship one a month. 

Mr. Scunirzer. No; I want to get this point straight in your mind. 
If we had 4 cargo licenses and could guarantee them 4 permits before 
the end of the year—— 

Mr. Mctrer. Did you have the scrap to fill the orders for four 
cargoes ¢ 

Mr. Scunirzer. Yes. 

Mr. Muurer. Why was there any doubt in your mind as to whether 
you could get 1 cargo license at a time or a license for 4 cargoes? 

Mr. Scunirzer. They didn’t want one at a time. They wanted a 
guaranty. 

Mr. Mvurer. You couldn’t ship four at one time, could you. 

Mr. Scunrrzer. I could ship 2 at a time. That isn’t the point. 
They wanted a guaranty we could give them 4 licenses. 

Mr. Rrenuman. You testified and told me that you were permitted 
to get one after another. This was August and they wanted a guar- 
anty between then and the first of January—— 

Mr. Scunrrzer. No; they didn’t want the guarantee— 

Mr. RrexuMan. Wait a minute. I am asking you a question, and 
I will give you a chance to answer. I want the record clear. You 
said you had no argument. You could get a permit, you could get 
another permit to start another, and you could deliver 1 a month, and 
they asked you for 4 between August and January. Now, where was 
there any discrimination or any problem for you / 

Mr. Scunirzer. I ai tell you what happened. At the August 
period when this fear came into the Japanese—and it was fear— 
there was fear of iambiatl export embargo and restriction on scrap 
iron. 

Mr. Evins. Will the gentleman yield ? 

Mr. Scunirzer. Do you understand the point 

Mr. Rresiman. Let him finish. 

Mr. Scunirzer. There was a fear that there would be a complete 
embargo restriction on scrap export. 

Mr. Evins. And somehow the Japanese got the impression that only 
Hugo Neu , 

Mr. Scunirzer. When the Japanese got the fear that 

Mr. Rien_mMan. You need not put that in his mind. 
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us, as they did others, can you do something to protect us? Along 
comes one or two of the big people into Japan and they say, “We e iene 
influence, and we can guarantee you 250,000 or 300,000 tons.” 

Mr. RieutMan. Now, wait a minute. You said they had influence. 
Can you say that and be assured that you have that information that 
they told the Japanese cartel that they h: ad influence in Washington or 
could guarantee deliveries? Now, that is a pretty strong statement. 

Mr. Muurer. May we have some names instead of the pronoun 
“they” ¢ 

Mr. Scuntirzer. No, sir; I will not say anything except this. 

Mr. Murer. Now, jet’s get this clear. 

Mr. RrenitMan. Let’s get this clear. Can you say and substantiate 
your statement that they had influence in Washington ? 

Mr. Scunirzer. Can | correct it and say this: A week later it proved 
that they knew what they were doing. 

Mr. Evins. Who is they? 

Mr. Scunirzer. Luria a week later knew what they were doing. 

Mr. Mutrer. Who gave you the information ? 

Mr. Scunrrzer. We have our own office in Japan in Tokyo. You 
can go to the cartel and find out what the next fellow is doing. 

Mr. Murer. Who is the cartel ? 

Mr. Scunirzer. The cartel is a committee composed of all of the 
steel mills in Japan. 

Mr. Murrer. How many? 

Mr. Scunirzer. There are some 17 or 20 of them led by the 3 
largest. 

Mr. Mctrer. Who in the cartel by name, please, told anybody repre- 
senting you or your organization these facts that you are relating 
here ¢ 

Mr. Scunirzer. If I was tell you that I would never have a chance 
igain with the cartel. 

Mr. Murer. You may be right. 

Mr. Scuntrzer. Our information came through the traders, I 
tell you, but if I were to tell you the traders then anybody in Semen 
could tell you in a hurry where they got their information through 
their connection. But even aside from that point, if I can just im- 
press on you in simple terms that when the restrictions appeared 
evident and we as well as everybody else read it in the American 
papers, in the trade papers, that there was a possibility of a scrap 
embargo—lI think if you check Iron Age or American Metal Market 
or any of those papers, you can see there were statements about the 
possibility of embargoes. 

Mr. Yates. What time was this? 

Mr. Scunirzer. August of 1956. 

Mr. Murer. You didn’t have to read this paper. You could have 
sat in this same room and heard me make that statement. from this 
same seat when the House Banking and Currency Committee was 
checking into that and raised a serious question whether we should 
send any steel scrap to any country outside of the United States. 

Mr. Scunirzer. When that period came about they were asking all 
their suppliers, “How much scrap can you produce and guarantee 
license for?” 

The CrarrmMan. May I ask this: Is it a fact that your complaint 
is that Luria could get export licenses in advance for as many as 9 
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cargoes, but you couldn’t get a commitment for more than 1? In other 
words, you wanted four, but it was denied to you? 

Mr. Scunirzer. We asked if they were changing the law or if we 
could get 4 or 5 cargoes. They said, no, it is ‘impossible. You can 
get 1 to 1 and Luria can only get 9. 

Mr. Rieui~man. Let me ask this question, Mr. Chairman. I think 
it was stated by you in your previous statement that the quotas were 
based on the previous export experience that these companies had 
had? 

Mr. Scunirzer. Right. 

Mr. Rireuuman. So there was no discrimination. Luria had been 
given 9 so they could naturally get 9. You were given 1, or you had 
been exporting 1, so you could easily get 1, and Luria couldn't have 
gotten 36 for the next 4 months in ‘1 shot any more than you could 
get 4. ‘They were permitted to get their licenses on the quota—it went 
entirely on a quota basis on an arrangement with the Department. 

Mr. Scunrrzer. Then I want to ask you a question, Judge. A week 
later export licenses were taken off and Luria got the 250, 000 or 300,000 
tons order a week later. 

Mr. Rreniman. That I can’t answer. Maybe you can tell us. 

Mr. Scunirzer. That is the whole question I would like to have 
answered, why within a period of 1 week I am told I can’t get 4 or 5 
cargoes, but a week later they have 30 or 40 cargoes moving. 

Mr. Murer. At that time, when they got the license for 250,000 
tons, did they have an order for 250,000 tons? 

Mr. Scunirzer. They told the cartel that they could open end the 
deal, that they could get permits for 250,000 tons for the rest of the 
year. 

Mr. Mutrer. Before they got:the permits, did they have an order? 

Mr. Scunrrzer. They got the order a week later; yes. 

Mr. Mvtrer. Which came first, the order or license? 

Mr. Scunirzer. They got the order based on their statement that 
they could open end a scrap deal and get the license for the rest of 
the year. 

Mr. Murer. They came down here and got it? 

Mr. Scunirzer. Not 9 at a time—not 9 at a time, but they could 
guarantee delivery by the rest of the year or the next month or 2 of the 
250,000 tons. 

Mr. Murer. Could your company have taken that order of 250,000 
tons if you were willing to give a guaranty / 

Mr. Scunirzer. No; we would have taken an order of 4 or 5 cargoes, 
which is our size. 

Mr. Mutter. And you were unw illing to give the guaranty in order 
to get the order for four cargoes ? 

Mr. Scunrrzer. We couldn't give a guaranty because we wouldn’t 
get the permits open ended. 

Mr. Mutter. How did they know they could get them in advance ? 

Mr. Scunirzer. They made the statement and got the permit a 
week later. 

Mr. Mutter. Don’t you think that was good salesmanship on their 
part? Why couldn’t you undertake the same risks ? 

Mr. Scunirzer. I don’t think you are quite clear on this point. 

Mr. Murer. I am very clear on this point and let’s try to get an 
answer to this question. If your company was willing to take the 
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financial risk of not being able to comply with your guaranty to deliver 
four cargoes and we know you have to get ‘licenses before you can 
deliver, if you had been willing to take that financial risk, would you 
have gotten the order? 

Mr. Scunirzer. If we were told by Washington 

Mr. Mutrer. Never mind Washington. One thing at a time. 

Mr. Scunirzer. Yes, sir; we can assume the guaranty on four 
cargoes. 

Mr. Murer. If you were willing to assume the guaranty and were 
willing to take the financial risk, you would have. gotten ‘the order? 

Mr. Scunirzer. Yes; we would. 

Mr. Murer. You should have taken it, and then applied for the 
license. 

Mr. Scunirzer. I would be a damn fool when the United States 
Government said you could only get one cargo. 

Mr. Mutrer. Luria was willing to take the risk when they said that 
they could get licenses for 250,000 tons. They took that risk. 

Mr. Scunrrzer. They were not taking any risk when they made the 
statement and a week later they were cor rrect. 

Mr. Murer. They could have been correct only in the respect that 
they made the guaranty and took the financial risk and if the Depart- 
ment of Commerce said nothing doing, they would have been stuck; 
isn’t that so? 

Mr. Scunirzer. No. 

Mr. Murer. Why not? 

Mr. Scunirzer. Because you forget there is such a thing as a force 
majeure. 

Mr. Murer. Force majeure? How does that come into play ? 

Mr. Scunirzer. Any time Government restrictions are such you 
cannot deliver on a contract, you can invoke it. 

Mr. Mutrer. Let’s assume it is not the Department of Commerce, 
but the Secretary himself who had given Luria an assurance or guar- 
anty by saying: “You get that order and I will give you a license for 
250,000 tons,” and suppose the next day he drops dead or is removed 
from office by the President. Who would have delivered the license 
to Luria? 

Mr. Scunrrzer. Who would have delivered the license ? 

Mr. Murer. Yes. 

Mr. Scunirzer. You tell me. They would have had a license. 

Mr. Mutter. They would have been liable on that and their guar- 
anty if they had not received the license ? 

Mr. Scunirzer. Well, let me tell you something. If you want to 
start talking about guaranties and so forth, Luria ‘made commitments 
and didn’t deliver them to Japan and they renegotiated. Those are 
things I am not here to discuss. 

Mr. Murer. Has the cartel raised a question about that or sued 
them ? 

Mr. Scunirzer. No; they have not sued them. But let me tell you 
this: I would like to have a simple answer here. All the trade papers 
and you yourself claim that, and a year ago you were familiar with 
the House Banking and Currency C ommittee inv estigating the restric- 
tions and embargoes on scrap iron 
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Mr. Muvrer. Yes; and I was shouting to the heavens they should 
stop sending scrap to Japan or any other country outside the continen- 
tal United States. 

Mr. Scunirzer. O. K. The Japs got scared and they came to all 
of us suppliers and asked “What can you guarantee in the way of ton- 
nage? Can you guarantee 4 or 5 cargoes based on your normal ship- 
ments of about a cargo every 4 or 5 weeks?” 

I simply said, “We will go to Washington and find out.” On a 
cargo-to-cargo basis, I would or take and guarantee to ship 
four car goes by the end of the year. That would be no problem. But 
to take an order for 4 cargoes beni on the assumption that I could 
guarantee 4 licenses at 1 time, I could not guarantee. 

Mr. Mutrer. Nobody else could either. 

Mr. Scunirzer. Nobody except Luria, with the nine cargoes on 
hand. 

Mr. Murrer. All you know is that Luria said, “We will guarantee 
to make delivery and we know we must get licenses.” They took the 
order and then got the license. 

Mr. Scuntrzer. Let me explain one more point. They took the 
erder and a week later your House Currency and Banking Committee, 
plus the Department of Commerce—the events were such that they 
took over the restrictions on the export of scrap to the point where 
Luria could make the 250,000-ton shipment and nobody else could get 
an order. 

The Cuatrman. Mr. McCulloch. 

Mr. McCutiocu. Does Mr. Riehlman have the floor / 

Mr. Muurer. I am sorry. 

Mr. Rieutman. Finish your question, if you want. 

Mr. Murer. What I would like to know is this: Apparently there 
is some confusion and let’s see if we can get it straightened out. There 
was an embargo which required licenses. Then, while those licenses 
were required, you would not give the guaranty that you could ship 4 
cargoes and get licenses for them, but Luria Bros. was willing to and 
did give the guaranty and got an order for 250,000 tons, or about 27 

“argoes, and then the licensing restriction was lifted and they didn't 
aa a license. Is that what you are telling us? 

Mr. Scrunrrzer. A week later the fear of the embargo was lifted. 

Mr. Yares. Was there an actual embargo or was there a prospective 
embargo ? 

Mr. Scunirzer. There was a prospective embargo. 

mer Murrer. Did they actually place the embargo on the export of 
scr 

Mr. Scunrrzer. It wasn’t actually an embargo. We were still 
shipping. 

Mr. Mutrer. Well, an embargo to the extent you could not ship 
without a license ? 

Mr. Scrunirzer. Correct. They were issuing licenses up to that 
time. 

Mr. Murer. At one time there were general licenses. You came 
in, showed you were a responsible and respectable dealer and you were 
given a general license ? 

Mr. Scunirzer. That was, actually, a general license. 
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Mr. Murer. Then there came a time when the Department decided 
on no more general licenses; you have to get a license for each cargo; 
is that r ight ! q 

Mr. Scunirzer. Right. 

Mr. Yarrs. When did that take place ? 

Mr. Scunirzer. Those dates I cannot give exactly. 

Mr. Mutter. Now in 1956, the time you are talking about, when ~ 
were asked to give a 4-cargo guaranty and they were asked to give 
37-cargo gu: iranty, what was the requirement of the Department ” 
to license ? 

Mr. Scunirzer. We were allowed 1 cargo at that time and they 
were allowed 9. 

Mr. Mutrer. The general regulation, then, was a cargo-by-cargo 
license ? 

Mr. Scunirzer. Right, but they were allowed 9 cargoes at 1 time 
and we were only allowed 1. 

Mr. Mutrer. They were in a position to load nine cargoes at 
one time ? 

Mr. Scunirzer. Right. 

Mr. Murer. They had the scrap, the boats and the orders? 

Mr. Scunrrzer. No question about that. 

Mr. Moutrer. You had the scrap and the boats and the orders for 
one cargo at the time; is that right ? 

Mr. Scunitzer. Correct. 

Mr. Murer. Now, at the time that they got the 27-cargo order and 
you didn’t take the 4-cargo order, what happened to the licensing 
regulation, if anything? 

Mr. Scunrirzer. I don’t think it was changed then at all. It was 
still on the one cargo to cargo basis. 

Mr. Murer. It continued the same way right down to today? 

Mr. Scunitzer. Correct. 

Mr. Mutter. It is the same situation today ? 

Mr. Scunirzer. I want to make clear one point. 

Mr. Mutrer. Let me get this question first: Is it your statement 
now that Luria Bros. could have made the guaranty they did make 
only if in advance of that somebody in the Department of Commerce 
had given them assurance that they would get their license? 

Mr. Scunirzer. All at one time. 

Mr. Mutrrr. Is it your statement they had such assurance from 
the Department ? 

Mr. Scunirzer. Yes, or they wouldn’t have guaranteed to make 
delivery of the iron. 

Mr. Mutter. Is it your statement that Luria Bros. had such assur- 
ance from the Department of Commerce in advance of their taking the 
order ? 

Mr. Scunirzer. I am sure that Luria would not have guaranteed, 
and I want to make myself clear—Luria would not have guaranteed to 

take this order and guarantee all of the licenses at one time unless 
they had some assurance that it could be done. 

Mr. Murer. Who were the people in the Department of Com- 
merce who could — given such assurance? 

Mr. Scunirzer. I don’t care who they are. I don’t know anybody 
down there. ; 
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Mr. Mutter. We docare. We want to know. 

Mr. Scunirzer. I don’t know. 

Mr. Muurer. Who gave you your license? 

Mr. Scunirzer. We filed for our license and they go to Joe Doaks. 

Mr. Muurer. Who is Joe Doaks. 

Mr. Scunirzer. I don’t know who he is. 

Mr. Mutrer. You never sent anybody in to get your license? 

Mr. Scunirzer. We make phone calls once in a while to Mr. Wil- 
liams and anybody else up there. 

Mr. Mourer. I suggest we ask the Department of Commerce to 
come here and produce the gentleman in charge of licensing and give 
him a chance to answer this charge against the Department. 

Mr. Scunirzer. I want to say this, that Luria’s deal was made sub- 
ject to Luria’s ability to get export licenses within the next week on 
37 cargoes at one time. 

Mr. Mouurer. The crux of this, as I see it, so far as we are con- 
cerned is somebody in the Department of Commerce did something 
they shouldn’t have done and had no right to do with reference to 
Luria Bros.’ knowledge. 

Mr. Scuntrzer. No; I didn’t say that. I say this, that if there is to 
be any information given out on changes in licensing, everybody 
should be given that information. 

Mr. Murer. Was there a change in license? I thought you told 
me a moment ago there was no change. 

Mr. Scuntrzer. Here is what actu: illy happened: I want to get this 
straight. I checked by telegram and the exact wording is this, and 
this can go in the record word for word: “August 18 Luria deal made 
subject to Luria’s ability to get export license within the next week on 
entire quantity of 37 cargoes”—not the 9 cargoes at a time that they 
were allowed to load before. They took the guaranty on the basis 
that they could get the 37 licenses at one time. 

Mr. Mvurer. Did they get the 37? 

Mr. Scunirzer. They got the licenses. 

Mr. Rrextman. Who is the telegram from ? 

Mr. Scunirzer. It is from our office in Japan to us. 

Mr. Rreuiman. To you? 

Mr. Scunirzer. Correct. 

Mr. Yates. Couldn’t you have taken the same four cargoes subject 
to being able to get approval in a week ? 

Mr. Scunirzer. We called Washington and they said there is 
nothing like that allowed—it is a cargo-by-cargo basis, and there is 
no change contemplated in the licensing. 

Mr. Rreniman. Did you tell Washington the nature of the problem 
you had? 

Mr. Scunrirzer. That is our confidential business. I don’t tell 
Washington there may be some change or somebody has done so- 
and-so. We talked to 2 or 3 other dealers in the business and they 
couldn’t understand what is going on. 

Mr. Mutter. Who made the call for your firm to Washington ? 

Mr. ScunirzEr. My brother, Leonard Schnitzer. I was right 
there. 

Mr. Mutter. Whom did he talk to? 

Mr. Scunirzer. To the Department of Commerce. 

Mr. Mutrer. Who in the Department of Commerce? 
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Mr. Scuntrzer. I cannot tell you who it was 

Mr. Murer. Do you mean you don’t know or you won’t tell us? 

Mr. Scunirzer. I honestly cannot tell you who the man was. 

Mr. Mutrer. Can you find out from your brother ? 

Mr. Scunirzer. I don’t think he knows. 

We picked up the phone 

Mr. Mutrer. On anything that important, I don’t believe that you 
don’t know whom you talked to. 

Mr. Scunirzer. Mr. Sheehan, you shake your head in doubt. I 
happened to be in the office with my brother for a week and we talked 
to our lawyers here; we talked to Mr. Barringer of the Institute of 
Scrap Iron and Steel on the subject of do you know of any changes in 
license and he said, “No; I don’t know of anything.” 

Mr. Surenan. The only reason I shake my head in doubt is as a 
businessman I certainly wouldn’t talk to someone and carry on a con- 
versation and not know or not ask who he was. 

Mr. Moutrer. If you talk to an information clerk, they wouldn’t 
know anything about it. 

Mr. Scunirzer. I am sure there would be only one or two men in the 
Department of Commerce charged with issuing of licenses. 

The Cuatrman. Mr. Riehlman, do you want to resume your ques- 
tioning ¢ 

Mr. Rieniman. I will be glad to yield at this point. 

The Cramman. Mr. Multer will come after you, you know. 

Mr. Yates. May I ask a question ? 

The CuarrMan. Yes. 

Mr. Yares. I don’t quite understand this licensing procedure. I 
understand from your present answer that following World War II 
you were permitted to ship your cargoes on a general license. Was 
there such a procedure ? 

Mr. Scunrrzer. After World War IL? 

Mr. Yares. As of a certain time, were you permitted to ship cargoes 
on a general license / 

Mr. Scunirzer. There was a time when you could get a general 
license. 

Mr. Yares. What time was this? 

Mr. Scunirzer. About 1955. 

Mr. Yares. And under this type of procedure, you could ship a 
cargo anyplace in the world; is that correct ? 

Mr. Scunirzer. No. 

Mr. Yarers. At any rate, you could ship to Japan under this pro- 
cedure ¢ 

Mr. Scunirzer. Right. 

Mr. Yates. When did this procedure change ? 

Mr. Scunirzer. Well, actually it hasn’t changed to date too much. 

Mr. Yates. Then you are not today required to obtain a specific 
license ? 

Mr. Scunirzer. Yes; you are. 

Mr. Yares. You are required to? 

Mr. Scunirzer. Yes. 

Mr. Yarers. Then it has changed ? 

Mr. Scunirzer. It hasn’t changed too much, as I say, up until today. 

Mr. Yares. You and I apparently aren’t in rapport. In response 
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to a previous question you stated that under a general license you 
could ship your cargoes to Japan. 

Mr. Scunirzer. Correct. 

Mr. Yares. I then asked you whether you are permitted to ship 
yur cargoes to Japan under that general license today. 

Mr. Scunirzer. Yes; it is pr actic ‘ally the same thing. 

Mr. Yares. Are you required to give special licenses for it? 

Mr. Scunirzer. Yes; it is still a license deal. Whether you say 
“general,” it is still a specific Siamaet for scrap iron to a certain con- 
sumer in Japan. 

Mr. Yares. Even though you had a general license in 1955, were 
you required to get a special license to ship cargoes to Japan at that 
time ? 

Mr. Scunirzer. At that time you were also requested and had to 
get the same type of a license. 

Mr. Yares. So that you were actually required to get two permits— 
one a general license and a specific license ? 

Mr. Scunirzer. No, not in that sense. No. There is only one 
license. Whether you would call it specifie or general, I don’t know. 
It is for 1 cargo of scrap or 1 tonnage of scrap. 

Mr. Yares. I am trying to understand the procedure under which 
you could ship your cargoes to Japan. You had a general license and 
this authorized you to ship your cargoes to Japan. 

Mr. Scunirzer. No; we had no general license. 

I beg your pardon. If you are thinking of an overall license, no. 
It was specific for one cargo of scrap iron to Japan—a cargo basis. 

Mr. Yates. So that it was a specific license that you had to request 
for each cargo that was shipped out? 

Mr. Scunirzer. Correct. 

Mr. Yates. Did Luria have to do the same thing ? 

Mr. Scunirzer. Yes. 

Mr. Yates. Anybody who shipped a cargo to Japan had to do the 
same thing? 

Mr. Scunitrzer. Correct. 

Mr. Yates. Was there a change in this procedure at any time? 

Mr. Scunirzer. I don’t think there was any great change; no. 

Mr. Yates. Was there a threatened change in this procedure that 
took place in August of 1956? 

Mr. Scunirzer. In August 1956, when the House Banking and 
Currency Committee was meeting here, there was a fear that there 
would be complete restriction and an embargo on scrap iron. 

Mr. Yares. And it was at that time that the Japanese cartel repre- 
sentatives approached your office and asked whether it should be pos- 
sible for you to obtain a license to permit you to ship 4 cargoes at one 
time instead of 1% 

Mr. Scunirzer. No; not four cargoes at one time. You get a license 
for four cargoes and ship them one after another. 

Mr. Yates. Consecutively ? 

Mr. Scunirzer. Correct. 

Mr. Yates. Did you make application for this ? 

Mr. Scunirzer. No, sir; we did not. 

Mr. Yates. Why did you not? 

Mr. Scuntrzer. Because the order or law at that time was based 
upon the fact that they would only get one license at a time. 
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Mr. Yares. And this was the law applicable to Luria and others, 
as well? 

Mr. ScuHnitzer. Correct. 

Mr. Yates. Was Luria given any special permit after that time or 
at that time? 

Mr. Scunirzer. A week after they were given an order for 37 car- 
goes the licensing was so-called open ‘ended. 

Mr. Yates. Was this a ch: inge in the form of license ¢ 

Mr. Scunirzer. Yes. 

Mr. Yates. Your contention, then, is that Luria was given a special 
type of license which was not given to you? 

Mr. Scunrrzer. Well, now, I cannot exactly say it was given to 
Luria. I don’t say that they were given the license special to Luria; 
I say the Department of Commerce changed the requirements in the 
wording of the law a week later. 

Mr. Yates. A week later and this permitted—what procedure was 
permitted as a result of that change? 

Mr. Scunirzer. They could euarantee the Japanese 37 cargoes 
would be shipped. 

Mr. Yates. Within a certain period? 

Mr. Scunirzer. Correct; in the 2 months. 

Mr. Yates. When you discovered this, did you then try to obtain the 
four cargo permits that you wanted? 

Mr. Scunirzer. We were out of the picture by then. 

Mr. Yates. You were out of the picture by then? 

Mr. Scunirzer. Correct. 

Mr. Yares. In other words, the Japanese were no longer interested 
in doing business with you? 

Mr. Scunirzer. No. 

Mr. Yares. Did they tell you so? 

Mr. Scunrrzer. Yes. 

Mr. Yates. When you told the Japanese that you could not 

Mr. Scunrrzer. That we could not guarantee them four cargoes 
by the end of the year, they contracted with Luria for the cargo. 

Mr. Yares. Do you not do business under an arr angement which 
would permit you to ship four cargoes subject to obtaining a license ? 

Mr. Scunirzer. No, sir. 

Mr. Yates. Isn’t that the effect of the telegram ? 

Mr. Scunrrzer. No; the effect of the telegram is that they could 
guarantee the cargoes. 

Mr. Yates. Subject to obtaining the license. Isn’t that the way it 
is worded ? . 

Mr. Scunirzer. They could guarantee to make delivery of 37 car- 
goes and get export licenses for the 37 cargoes. 

Mr. Yares. That was the wording of the telegram ? 

Mr. Scunirzer. Yes. 

Mr. Yates. The impression I gathered from your previous reading 
of it was that they would ship or could ship the metal, subject. to ob- 
taining licenses. 

Mr. Scuntrzer. No. 

Mr. Yates. Would you read the telegram as you read it before? 

Mr. Scunrirzer (reading) : 





Luria deal made subject to Luria’s ability to get export licenses within the next 
week. 
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Mr. Yates. Subject to it. It doesn’t say they guarantee to get the 
licenses within the next week, does it? 

Mr. Scunirzer. Subject to their ability to get licenses—export 
licenses—within the week on the entire quantity of the 37 shipments. 
Previously they were only allowed nine maximum at one time. 

Mr. Yates. That is correct, but the fact remains, as I interpret your 
telegram, that Luria’s deal was that we will ship you 37 cargoes if 
we are able to get a sufficient number of licenses. That is what the 
telegram says, doesn’t it ? 

Mr. Scunirzer. Yes. You have a very tender thread in between. 

Mr. Yares. I have? 

Mr. Scunirzer. You have a very tender thread. 








Mr. Yates. I don’t understand what you mean by a “tender thread.” 
Mr. Yates. I don’t understand what you by a “tender thread 


Mr. Scunirzer. A man has 9 cargo licenses, 1 a week, and he guaran- 
tees that he will ship 37 cargoes and within the next week he will get 
the 37 cargoes. 

Mr. Yates. He hasn’t said that in the telegram. 

Mr. Scunirzer. The tender thread in between doesn’t imply—well, 
would a man make a statement that he can get 37 cargo licenses in the 
next week ? 

Mr. Murer. He didn’t say so. 

Mr. Yates. The actual language is, or it describes the Luria deal 
as one in which Luria agrees to ship 37 cargoes subject to obtaining 
license for it. 

Mr. Scunirzer. Next week. 

Mr. Yates. Within a week; that is right. If they can’t get the 
license within a week, the deal is out. That is what it says. 

Mr. Scunirzer. Correct. 

Mr. Yates. Why couldn’t you make the same deal? 

Mr. Scunirzer. Because I can’t guarantee I will get four licenses 
at one time. 

Mr. Yates. Don’t you make a deal with the Japanese subject to 
obtaining the licenses within a week? 

Mr. Scunirzer. I wouldn’t do that when I know I can’t do it. 

Mr. Yates. How do you know? 

Mr. Scunirzer. I am not going out on a limb and make a state- 
ment when I honestly know in my heart that I can’t do it. 

The Cuaiman. It is important, Mr. Yates, I think, to know the 
time he was turned down on getting the four cargoes and the time of 
the telegram. Give the dates of each, if you please. 

Mr. Scunirzer. This all happened in a period from August 10 to 
August 15, to the 18th. 

The Cuarrman. What date was it you were turned down when you 
called ? 

Mr. Scunirzer. I would say about the 10th or 12th of August. 

The Cuatrman. The 10th or 12th? 

Mr. Scunirzer. Approximately. 

The Cuatrrman. And you were told positively that you could not 
assure anyone that you could get licenses for the four cargoes? 

Mr. Scunirzer. At one time. 

The Cuatrman. At one time? 

Mr. Scunirzer. Correct. 

The CuamrMan. When was that telegram received that Luria’s deal 
was made? 
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Mr. Scunirzer. August 15. 

The Cuamrman. That was nearly several days to a week later, 
wasn’t it? 

Mr. Scunirzer. Yes. 

The CHatrMan. So it is your belief, I assume from what you say, 
that Luria must have had inside information during that time. 

Mr. Scunirzer. I say this, that Luria must have known what they 
were talking about or they wouldn’t have made an offer to get 3 
shipments within a week. 

Mr. Evins. Will the gentleman yield? 

Mr. Mutter. There is another fact missing at this point. I think 
we should get the date when Luria got their licenses for the 37 
shipments. 

Mr. Scunirzer. I have a telegram marked August 23. 

It is reported here today Luria successful in getting export license for 335,000 
tons. 

Mr. Evins. Will the gentleman yield ? 

Did Luria get the license for the 37 ¢: irgoes within the week ? 

Mr. Scunitzer. Yes. 

I want to correct one statement. I made the statement that Luria 
could get nine cargoes at one time. I am sorry, on checking my 
telegram it says— 

Washington advises Luria can get 6 loadings at 1 time, as in the past. 

Mr. Y «res. Instead of the figure nine you mentioned ? 

Mr. Scunrrzer. Instead of the figure 9 at 1 time, it was 6 at 1 
time. 

Mr. Yares. Isn’t it possible that Luria had no special information 
or special contacts in order to get this? 

Mr. Scunirzer. Everything is possible; correct. 

Mr. Yates. I admit I am not as familiar with the scrap business 
as I might be, but speaking as a lawyer the wording of that telegram 
merely indicates that Luria entered into a « onditional deal, and stated 
to the Japanese that it would deliver the number of cargoes in the 
event it could get the governmental licenses to do so. 

Mr. Scunrrzer. That is correet. 

Mr. Yares. Then what is wrong with this? 

Mr. Scunirzer. There is nothing wrong with that. There is 
nothing wrong with this statement. 

Mr. Yares. I don’t know that you couldn’t have entered the same 
type of deal with four cargoes. 

Mr. Scunrrzer. But I would be a damn fool to take an order for 
4 cargoes at 1 time when the Department of Commerce tells me I 
am only allowed 1. 

Mr. Yares. But, subject to being able to get a license. 

Mr. Scunirzer. No. 

Mr. Yates. Isn’t every deal you make one which is subject to your 
being able to get a license? 

Mr. Scunirzer. Let me tell you one thing. This happened at the 
time when the House Banking and Currency Committee was talking 
about putting restrictions on it. The Japanese wanted assurance that 
they could do so-and-so, that the supplier could do so-and-so. 

Here comes Mr. Big and says I can do so-and-so, 
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Mr. Yates. Mr. Big didn’t say that in that telegram. 

Mr. Scunirzer. He took the order, subject to ‘getting the licenses 
in 1 week. 

Mr. Yates. Mr. Big said, I will do it if I can get the license within 
a week. 

Mr. Scunirzer. Yes. 

Mr. Yares. Why didn’t Mr. Small say I will do it if I can get the 
license within a week ? 

Mr. Scunirzer. Let me take and change my whole theory of 
thinking then. If you want to take it from a technical standpoint, 
according to the letter of the law, I don’t think that Luria would 
guar untee 

Mr. Yares. But Luria didn’t guarantee it. 

Mr. Scunirzer. Wait a minute. I don’t think Luria would make 
a guaranty unless they had knowledge that something could be done. 

Mr. Yates. You mean Luria wouldn't even waste its time by going 
into the deal unless it thought it could deliver. Is that your point? 

Mr. Scunirzer. Correct. 

Mr. Yates. Well, this is a grave charge that you make, really. 

Mr. Scunirzer. Here in 1 week the order is chi inged or the jaw is 
changed. 

Mr. Yares. Is it conceivable that Luria gave up its license right to 
deliver cargo to Europe or other places in the world in order to make 
the shipment of such cargoes to Japan ? 

Mr. Scunirzer. No. 

Mr. Yares. That is not conceivable? 

Mr. Scunirzer. No. That isa straight out and out sale of tonnage 
to Japan. 

Mr. Yates. If I understand the information that some of the staff 
has given to me, there is a possibility that the shipments were based 
upon historical patterns, that the terms were based upon bills of 
lading. Now if Luria—correct me if I am wrong on this—under this 
procedure, if Luria had a right under his historical pattern to make 
certain shipments to Europe which it sacrified in order to make ship- 
ments to Japan, I am informed that the procedure would have per- 
mitted this. 

Mr. Scunirzer. I think that point may be correct, that they used 
some of their foreign licenses to establish a pattern of shipping. 

Mr. Yares. Yes? 

Mr. Scunirzer. Yes; I think so. 

Mr. Yares. In this respect, there is a possibility you may have 
a complaint, the complaint being that Luria may have moved its right 
to ship from one market to another in order to eliminate competi- 
tion. 

Now would Luria want to eliminate you as a competitor ? 

Mr. Scunirzer. They did. 

Mr. Yates. They did actually eliminate you as a competitor / 

Mr. Scunirzer. Did they want to? 

Mr. Yates. Yes. 

Mr. Scunirzer. Very much so. 

Mr. Yates. Tell me why ? 

Mr. Scunirzer. Because we were a thorn in their side on open com- 
petitive bidding on the West Coast. 
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Mr. Yates. Can you describe this in terms of why you were a thorn 
in their side? How did you come to this conclusion? Tell us some 
of the facts, some of the factual data that supports that conclusion. 

Mr. Scunrrzer. In June and July the cartel had asked for prices 
on cargoes from the suppliers. 

Mr. Yates. In June and July of what year? 

Mr. Scunrrzer. Of 1956. Actually it starts from April on. The 

cartel asked for a price on a cargo of scrap. At that time Luria and 
others were asking $70. We came in at $65. They started playing 
ball with us—playing us around, not playing ball with us. 

Mr. Yates. Who is “they”? 

Mr. Scunirzer. The cartel. We finally wound up with the orders 
at $68.50 and forced all the other suppliers on the west coast and Luria 
to a $66 and $67 market. 

In May and June they again came in for bidding. We came in with 
a $65 and $66 price. Before we got the order, we were down to $62 
and we forced Luria and ev erybody else to take orders at $62 and 
$63. 

Three times in the period from April to June or July, we came into 
the cartel when they were offering to buy and they used us as a wedge. 
We took orders and others were forced to comply or take prices on 
orders in line with our prices. 


Mr. Yates. So when you say “others,” what others are there besides 


Luria who were in the business at that time ? 

Mr. Scunirzer. Luria, Learner, National Tron & Metal, and Hugo 
Neu. 

Mr. Yates. So all of these companies would be interested in elim- 


inating you? 

Mr. Scunirzer. The two large ones, because we were not com- 
petitive with the California firm of Learner Co. and National Iron & 
Metal. 

Mr. Yates. You say not competitive. You were below their prices. 

Mr. Scunirzer. No. We are in a different area. We are out of 
their area. 

Mr. Yates. The period around August, which was a stringent pe- 
riod, during which time Luria was given the deal, has gone by. Why 
were you not able to underbid Luria subsequently when the Depart- 
ment of Commerce decided that it did not want this special license 
provision ? 

Mr. Scunirzer. In November the cartel started buying again, in 
1956. I went back there, as Mr. Feldman said he went back there and 
laid around there for 5 or 6 weeks last fall. I was there for 5 or 6 
weeks last fall. From the day I walked into the cartel, I was told 
plainly that we could no longer sell the cartel direct, that I would 
have to sell scrap to either Hugo Neu or Luria. 

Mr. Yates. Was this because the cartel had too exclusive brokers 
representing it in this area now ¢ 

Mr. Scunirzer. They had not had previous to that at all; no. 

Mr. Yares. But as of this time they established these exclusive 
brokerships with these people ? 

Mr. Scunirzer. Correct. 

Mr. Yates. So in order to do business with the cartel, you had to 
do business through Luria or Neu? 

Mr. Scunirzer. I had to sell either one or the other. 
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Mr. Yates. Is that true today ? 

Mr. Scunirzer. That is true today. 

Mr. Yates. Do you do business with Luria ¢ 

Mr. Scunirzer. We do business with both of them. We try to give 
each one half and half. 

Mr. Yates. Do you have a complaint as a result? Do you lose 
money as a result of doing business with Luria ? 

The Cuarman. Mr. Yates, would you please yield ? 

Mr. Yares. I just want to ask one question. 

The CuHarrman. We have two witnesses and we must finish with 
them by noon. 

Mr. Yares. I will defer further questions. 

The CuarrmMan. Can you be here this afternoon, if you please, and 
would it be all right in view of the circumstance I just stated, gen- 
tlemen, to let these other witnesses come on? T hey will be short and 
we will resume with this witness this afternoon. 

We would like Mr. Williams first. 

Mr. MacIntyre, would you ask the questions in order to get the 
documents accepted for the record ? 

Mr. Mutrer. Before he does that, Mr. MacIntyre has handed me 
the current export bulletins that were sent up by the Department of 
Commerce. I have gone through them and find that there is no bul- 
letin from April 26, 1955, and I would like to have the witness explain 
that so that we will have clearly on this record what the regulations 
were, what happened in these transactions and what changes, if any, 
occurred during the month of August 1956, that the last witness was 
talking about. 

The Cuarrman. All right. 

Now, Mr. MacIntyre, do you have a specific question you want to 
ask him ? 

Mr. MacInryre. I would like to ask him one question. 

The Cuatrman. Allright. Suppose you do that. 

Our other witness had an unfortunate accident in his family in 
California last night and we must hear this witness first and then we 
will hear the other one. 


TESTIMONY OF WILBUR WILLIAMS, BUREAU OF FOREIGN COM- 
MERCE, DEPARTMENT OF COMMERCE—Resumed 


The CHatrmMan. Mr. Williams, you have already testified in this 
proceeding ? 

Mr. Wu1aMs. Yes, sir. 

Mr. MacInryre. Now, you were asked since you appeared here and 
testified to present to the committee for inclusion in the record a com- 
plete set of export bulletins on iron and steel scrap; is that correct ? 

Mr. WiuuiaMs. Yes, sir. 

Mr. MacInryre. I refer to bulletins circulated by the Department 
of Commerce ? 

Mr. Wiuiams. Yes, sir. 

Mr. MacIntyre. Now, do you have those with you ? 

Mr. Wuu1aMs. Yes, sir; they are right on the table with me. 


Mr. MacInryre. Is that a complete set of the bulletins that have- 


been issued since controls were lifted in 1953 ? 
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Mr. WitutaMs. Yes, sir; I believe so. 

Mr. MacIntyre. Mr. C ‘hairman, I ask that they be received in the 
record. 

The Cuamrman. You mean filed with the committee and they can 
pick out what you want from them. 

Mr. Hosmer. I am going to object to the request unless the excerpts 
be presented and ps issed on by the committee. 

The Cuatrman. We will pass on that later. 

Mr. Yates. What is the basis of the objection ¢ 

The Cuarrman. I think his objection is a valid one; that is, from my 
viewpoint. We asked that they be filed for the ree ord and he asked 
that the excerpts not be taken and filed in the hearings until the com- 
mittee passes on the excerpts that are taken from them. 

Mr. Hosmer. In other words, Mr. Chairman, we admit those in the 
file ¢ 

The Cratrman. That is right. 

Mr. Hosmer. Subject to the committee’s extractions being later ap- 
proved for the record. 

The Cuatrman. That is right. Without objection, it is so ordered. 

Mr. MacLwryre. Mr. Willi: uns, you were also requested to prepare 
for the use of this committee and for inclusion in the record a tabula- 
tion which would give some information about the licenses for various 
grades of scrap, the tonnages licensed during the period of October 
1955 through March 31, 1957. 

Mr. WitiiaMs. Correct. 

Mr. MacInryre. Did you prepare such a tabulation ? 

Mr. Witutams. I did. 

Mr. MacInryre. I would like to ask that that be accepted in the 
record, as was the original tabulation Mr. Williams prepared which 
was received on Monday. 

The Cuarrman. Is this available? 

Mr. MacInryre. Every member has a copy. 

The Crarrman. Is there objection ? 

There isnone. It may be received. 

(The document is as follows:) 
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Mr. MacIntyre. Now, if the chairman please, I would like to ask 
Mr. Williams to withdraw so we can have him come back in about 10 
minutes and explain something about this tabulation; but this other 
witness, who has the tabulation we want to get in the record, is the 
one that cannot be back here this afternoon. He is leaving for Cali- 
fornia in a few minutes. 

The Cuatrman. Who is the other witness? 

Mr. Murer. Before Mr. Williams leaves, is he the gentleman in 
Commerce in charge of receiving applications for licenses and passing 
on them and issuing them ? 

Mr. MacInrrre. Yes. He will be back. 

Dr. Hunter. 

The Cuatrman. Dr. Hunter, do you solemnly swear that the testi- 
mony you are about to give before this committee will be the truth, 
the whole truth, and nothing but the truth, so help you God? 

Dr. Hunrer. I do. 





TESTIMONY OF DR. KENNETH HUNTER, ECONOMIST, FEDERAL 
TRADE COMMISSION 





The Cuamman. Identify yourself for the record. 

Dr. Hunter. My name is Kenneth Hunter, and I am a supervising 
economist at the Federal Trade Commission. Is there anything else 
you want ¢ 

Mr. MacInryre. How long have you held that position, Dr. 
Hunter ? 

Dr. Hunrer. I came with the Federal Trade Commission in July 
of 1956. 

Mr. MacIntyre. In connection with your duties there, have you 
had occasion to handle any work dealing with the iron and steel scrap 
industry ? 

Dr. Hunrrr. I have been doing the economic analysis and super- 
vising the tabulations made in the so-called Luria Bros. case, which is 
a complaint filed by the Federal Trade Commission against Luria 
Bros. and, I think, 15 or 16 users of steel-scrap information, under the 
various antitrust laws. 

Mr. MacIntyre. In that connection, did you prepare a tabulation 
which shows exports of iron and steel scrap from the United States 
in the total amount by Luria Bros. and other companies during a 
number of eg since October of 1953? 

Dr. Hunrer. I did. 

Mr. MacInryre. Do you have that tabulation with you? 

Dr. Hunrer. I have a copy of the tabulation in front of me. 

Mr. MacInryre. Will you give the witness another copy of that 
for inclusion in the files of the committee ? 

The Crarrman. You have a copy in your possession 

Dr. Hunter. I have a copy in my possession ; yes. 

Mr. MacInryre. Now, there is before you a copy of that tabula- 
tion, and it is marked “CX 870, A, B, C, D, E, and FY’ 

Dr. Hunrer. That is correct. 

Mr. MacInryre. You, personally, prepared the tabulation ? 

Dr. Hunrer. The tabulation was prepared under my supervision. 
Mr. MacInryre. Under your supervision 4 
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Dr. Hunter. Yes. 

Mr. MacIntyre. And from information furnished by Luria Bros. 
and from the Department of Commerce ? 

Dr. Hunter. All but the last column on these tables, or most of the 
tables, were taken from published data of the Census Bureau on 
exports. The data on Luria Bros. was furnished the Federal Trade 
Commission by the counsel of Luria Bros. under this case that I just 
mentioned. 

Mr. Mouurer. What is the status of this case in the Federal Trade 
Commission ? 

Dr. Hunter. It is still in the hearing stage. 

Mr. Motrer. And this information was furnished to the Federal 
Trade Commission in connection with that proceeding by counsel for 
Luria Bros. ¢ 

Dr. Hunter. That is right. 

Mr. Mutter. What right have we got to inquire into a pending 
proceeding before the Federal ‘Trade Commission ? 

The CuHarrman. If the Commission has testimony that we can use, 
I see no reason why not. 

Dr. Hunter. The basic data was also given to the committee, as I 
understand it, by Luria Bros. 

Mr. Hosmer. Which committee / 

Dr. Hunter. This committee. 

Mr. Mutrer. Has Luria Bros. furnished this information to us? 

Mr. MacIntyre. May I explain that ? 

Mr. Mutter. Mr. Evins asked me why I object. I object to this 
committee going into any pending proceeding before the Federal 
Trade Commission. I have no objection to this committee's inquiry 
into whether or not the Federal Trade Commission is doing its job, 
but, certainly, we are not going to take any evidence here, if I can 
stop it, of any hearing that is pending before another agency. 

Mr. Evins. It is already a matter of hearing, and is already supplied 
to the committee. 

Mr. Mutrer. This committee has no right to make inquiry in the 
matter of a pending proceeding until the proceeding is terminated, 
except to inquire whether the FTC is doing its job. 

Mr. Hosmer. Will the gentleman yield / 

Mr. Mutter. Yes. 

Mr. Hosmer. I wish to state my position is 100 percent in affirma- 
tion of your, I think it is wholly improper. I think these papers 
ought to be turned back to the people right now and taken out of our 
possession, and I so wish you would do so with this one for me because 
I don’t want information that is not supposed to be up here and is in 
violation of all the principles of the legal system under which we 
operate. 

Mr. Yates. May I ask a question ? 

The CuamMan. Let Mr. MacIntyre develop the testimony first. 

Mr. Yates. I would like the opportunity of asking Mr. Hosmer a 
question before he stalks out of the room. 

Mr. Hosmer. Yes. Do you want me to be sworn? 

Mr. Yates. No; I don’t want yousworn. You already were sworn 
when you became a Congressman. 

Are you objecting to our looking at the exhibit in one of the cases 
rather than 
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Mr. Hosmer. I am objecting to this committee going down in a 
pending case before the Federal Trade Commission and taking in- 
formation that the Federal Trade Commission, by law, has obtained 
from a party before it in a pending case in which no decision has 
been made, in which there are very many other interested parties—I 
would say just about 15 or 20—and throwing that case open to the 
public, in a public record, at the time that it is pending before this 
Commission for decision. 

Mr. Yates. Would it make any difference to you if Luria Bros. gave 
the committee permission to do it? 

The CuarrmMan. Gentlemen, suppose you wait and let Mr. Mac- 
Intyre explain the purpose of it. It is possible there is a misunder- 
standing. 

Mr. Multer, will you please yield just a moment and let Mr. Mac- 
Intyre explain it? 

Mr. Mutter. I want to know, before we get an explanation on the 
record as to the pending proceeding, whether this document is a part 
of a public record or part of a private record of that proceeding. 

The CuarrMan. It is possible you don’t know all the facts. 

Mr. Mutter. I don’t pretend to know all the facts. 

The CHamman. Will you let Mr. MacIntyre explain it? 

Mr. MacIntyre, will you start now ¢ 

Mr. MacInryre. I want to explain for the record, Mr. Chairman, 
that when these investigations were directed by you, we went to the 
Federal Trade Commission and examined the public record of the 
Federal Trade Commission proceeding because there is a vast amount 
of information concerning this industry i in the record of that proceed- 
ing. 

In examining the public record of the sworn testimony that was 
taken in that case, as well as the public remarks made by the counsel 
for the different parties, we found that this type of data had been 
submitted by the Luria Bros., one of the respondents in that case, to 
the Federal Trade Commission. Some of the data have not been made 
public on the record as yet, but are being held by the Federal Trade 
Commission and they will ‘be considered as a factual matter by the 

Federal Trade Commission in its determination of the case. 

We asked the Federal Trade Commission if it would object to our 
getting a tabulation of those data. 

The Cuarrman. In writing. 

Mr. MacInryre. The Federal Trade Commission took it up with 
counsel for Luria Bros., because, as the witness just stated, the only 
data involved are from the public sources, from the Department of 
Commerce and what Luria itself furnished. Luria Bros. wrote back 
and told the Chairman of the Federal Trade Commission that there 
was no objection to the Federal Trade Commission furnishing those 
particular data in the form of this exhibit to the House Small Busi- 
ness Committee. That is how it comes to be before you gentlemen 
this morning. 

Mr. Evins. In other words, the evidence we are receiving is not ob- 
jected to by counsel for the company ¢ 

Mr. McCuttocu. I would like to say this, and I hope that I can 
say it in a completely objective manner: I think that it is of great 
necessity that congressional committees refrain, except under the ut- 
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most necessity, from investigating matters that are pending actively 
before any Federal commission or before any court in the land. 

The mere fact that a lawyer or an executive official may authorize 
a committee of the Congress to use evidence that is of record, either 
public or otherwise, before a court or commission, is not the test that 
may be good because that evidence or that testimony may result in a 
self-serving declaration. 

Now if this committee is not going into a matter in a way that 
it will improperly affect consider: ation of the case before the Federal 
Trade Commission and it is necessary for us to go into that field 
and we do not violate any basic professional ethics, then I think we 
may go into that field. 

Now I do not know if this is violating those things or not and it is 
very diflicult to know on these important matters. And, first of all, 
the counsel of the committee, who gives his full time to this com- 
mittee, should satisfy himself and provide us with sufficient informa- 
tion that we can satisfy ourselves that this is in accordance with the 
best traditions of our Government and committee action. 

Mr. Yates. I would like to reply to the judge for a moment, if 
I may. 

Mr. McCulloch, would you say that this committee has no right | 
to obtain evidence from Luria Bros. because it has a case pending 
before the Federal Trade Commission ¢ 

Mr. McCutuocu. I don’t say that. 

Mr. Yatrs. Would you say we did have that right? 

Mr. McCuttocu. Yes; my statement would indicate—— 

Mr. Yates. Even though Luria Bros. was the subject of a pro- 
ceeding before the Federal Trade Commission ? 

Mr. McCuuxocn. That is right. That is the reason I made such a 
detailed statement. I do not wish the record to show that a com- 
mittee of Congress never has authority to go into a field where there 
isacase pending. That would preclude us from some of the activities 
that are the most important that may be lodged with the committee, 
and I wouldn’t want that precedent to be established. 

Mr. Yates. I would tend to agree with you that this committee 
should take no action which in any way would influence the outcome 
of the proceeding before the Federal Trade Commission. I think, 
however, the committee has the right, in connection with its own 
jurisdiction, to seek the information from the people who are the 
complainants here or who have complained to the Small Business 
Committee. 

I think that the basis of the objection may be the form of this 
exhibit—the fact that it was offered as an exhibit in a pending case. 
The subject matter of the exhibit, I think, may be important here. 

I think, and don’t you agree, Judge, that it might be well to let 
the committee counsel interrogate the witness, subject to your objec- 
tion, and that it may go out later if it isn’t, in fact, proper to receive it. 

Mr. McCuttocnu. Y es; the objection came over here. I oad made 
a general statement for the record personally and I do not object. 

Mr. Yates. I don’t think there 1s any dispute as to the weight of 
your suggestion. I think perhaps on an: alysis, in the event that Mr. 
MacIntyre’s examination shows that this would be prejudicial to 
Luria Bros. in a proceeding before the Federal Trade Commission. 


In that case, it should be str icken from the record. 
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Mr. Hosmer. Mr. Chairman, may I suggest this, that the founda- 
tion has been laid and then, subject to a letter from Luria Bros.’ 
counsel, that this particular information is received and then the 
committee 

Mr. McCuttocn. Can I make this suggestion, that this will not 
prejudice Luria’s position or anybody else’s position. I am not inter- 
ested in protecting any particular litigant or anybody under investiga- 
tion; I am interested in seeing that the record is written and becomes 
public, subject to generally accepted practices which will leave us free 
from criticism. 

Mr. MacIntyre. May I say this, Mr. Chairman? 

The CuarrmMan. Go ahead. 

Mr. MacIntyre. I have not yet offered this exhibit into the public 
record, I am attempting to find out what it is and I will have a 
further statement to make to the members of this committee when I 
have asked the witness a couple additional questions, if I may proceed 
with it. 

The CratrmMan. You may proceed to ask the question. 

Mr. MacInryre. Dr. Hunter, having supervised the preparation of 
this exhibit, as you have, are you prepared to vouch for its reflecting 
accurately the facts that it purports to reflect ? 

Dr. Hunter. To my best knowledge and belief, it is accurate. 

Mr. MacInryre. And it has been submitted to the Federal Trade 
Commission on the basis of that belief? 

Dr. Hunter. Yes, sir. 

Mr. MacInryre. For its consideration as a fact in the case pending 
there / 

Dr. Hunrer. That is right. 

Mr. MacIntyre. That is all I have to ask the witness. 

Mr. Murer. May I ask a question at this point? 

The CuarrMan. Go ahead. 

Mr. Muurer. The information on which this exhibit is based and 
from which these facts and figures are taken, has that been made a 
part of the public record before the Federal Trade Commission? In 
other words, has the information been submitted and offered in evi- 
dence at any public hearing? 

Dr. Hunter. Actually I do not know whether it has been intro- 
duced into the record or not. These are marked as exhibits. 

Mr. Muurer. As exhibits for identification or as exhibits in evi- 
dence; do you know 4 

Dr. Hunter. I say I cannot testify to that. The trial attorney is 
here and he can testify to that. 

The exhibits were marked in a hearing that was not held in Wash- 
ington. I wasn’t there personally and I have not seen the transcript 
of the testimony, so I cannot answer that question. 

Mr. Muurer. Do you know whether or not the information fur- 
nished by Luria Bros. was furnished on any confidential basis or was 
it furnished to the agency without any restrictions as to how and where 
it will be used ? 

Dr. Hfunrrer. It is my understanding that as soon as it is introduced 
as evidence, restrictions will be removed and it will be part of the 
public record. 

Mr. Muurer. If and when it is received in evidence ? 

Dr. Hunter. That is right, 
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Mr. Mutrer. That has not yet occurred ? 

Dr. Hunter. As I say, I do not have knowledge of it personally, 
whether it has actually been introduced into evidence or not, but we 
do not—— 

Mr. MacInryrr. May I make some further remarks about the 
exhibit ? 

The Cratrman. Mr. MacIntyre. 

Mr. MacIntyre. It has been passed to the members of this com- 
mittee for their information. We have, as I have already stated, an 
understanding from counsel for Luria that that may be done. I have 
not as yet asked the committee to place it on its public record and 
I want to say to the committee at this time that I am not moving 
to do that. 

T wanted to have this much shown about the exhibit and I would 
move now to discuss that matter further with Luria and see if they 
will furnish the committee factual data that the committee itself will 
need in its further consideration of the matter before the committee, 
dealing with the very points shown on this exhibit. 

The CuarrMan. Does that meet with the approval of the committee? 

Mr. Yartrs. No objection to that. 

Mr. Sueenan. I have one question with reference to this statement. 

Mr. MacIntyre asked the witness if this was an accurate statement 
and, of course, we are going to have to emphasize the word “accurate” 
because there are many figures here which show shipments based on 
sampling, and we have to find out what the sample is in order to 
determine the accuracy. 

Mr. Yares. I assume this is just a tabulation of the amount of busi- 
ness Luria did in a particular period and I would think that this 
information could be obtained from Luria itself rather than from the 
Federal Trade Commission. Perhaps it would be a burden on Luria 
to furnish it when it has already furnished the same information to 
the Federal Trade Commission. I think perhaps that is what the 
counsel staff had in mind. 

[ just examined this briefly and there doesn’t seem to be any infor- 
mation here that we could not obtain from any witness before this 
committee. This seems to be taken from their books and records. We 
could take the same thing from Mr. Schnitzer. We could take the 
same thing from any of the witnesses to show what business they 
did in the export field. 

Now perhaps the proper person to ask these questions of is Luria 
Bros., rather than the witness. I think perhaps counsel may want to 
defer for that purpose. 

The Cnarrman. Is there objection to Mr. MacIntyre’s inquiries? 

Mr. Hosmer. I want to say this, reserving the right to object, if 
this is, in fact, a matter of public record at this present moment: If 
both parties to the action, Luria and the Federal Trade Commission, 
will state that it is not prejudicial to the Commission and they are 
agreeable to having it before the committee, then I would have no ob- 
jection whatsoever to it. 

My point, I think, is the same as everybody else’s here, that it is 
not a question of Luria Bros. or anybody else; it is a question of the 
proper procedure of the committee and a question of not doing an 
action which would cause the Federal Trade Commission to be a less 
effective agency of the Government than it is at the present time. 
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It is a responsibility of the committee—I have no quarrel with Mr. 
MacIntyre’s statement that he bases this upon his status as an attorney 
for 30 years, but, nevertheless, the committee does have a responsi- 
bility to conduct its activities along the line that I mentioned in my 
opinion and so I would like to—— 

The Cuarrman. I would like to embody Mr. MacIntyre’s request 
in a request of my own and ask your unanimous consent for its 
approval; is there objection ¢ 

Mr. Hosmer. May we have the request ? 

The Cuarrman. Restate it, Mr. MacIntyre. 

Mr. MacInryre. It is simply that the exhibit is not being offered 
for the public record of this committee. It has been made available 
to the individual members of this committee for their information, 
in accordance with an understanding previously made with counsel 
for Luria Bros. The additional information taken from either the 
exhibit or the record of Luria will be a matter for further negotiations 
with representatives of Luria. 

Mr. Hosmer. Would you also include in that that it can be ace epted 
subject to the Federal Trade Commission’s O. K. and Luria Bros.’ 
O. K.? 

Mr. MacInryre. I am making no offer on any condition. 

Mr. Yares. Is it your point, Mr. Hosmer, that we couldn’t obtain 
this information from Luria Bros. without getting the approval of 
the FTC? 

Mr. Hosmer. No. We are entitled to get such information as we 
want directly from Luria Bros., but the taking of the information 
from the Federal Trade Commission is another matter. 

You mentioned it might be a more expedient way to get it through 
the Federal Trade Commission than it would be to bring Luria or 
somebody else up here, and I agree with you on that. 

The Cuatrman. Luria Bros. and their representatives will be 
contacted. 

Mr. Murer. Aren't they going to appear? 

The Cramman. I don’t know yet. 

Mr. Hosmer. The chairman yesterday agreed to subpena Luria. 

The Cuamman. That is right. They will be subpenaed. 

Mr. Surenan. Mr. Chairman, further reserving the right to object, 
if Mr. MacIntyre had told us before he questioned the witness that 
this statement wasn’t for public record, as he has now, all of this 
wouldn’t have happened. 

The CrarrmMan. He didn’t have an opportunity to. I kept saying 
if you gentlemen would yield, we would get the information on the 
record so there wouldn’t be a misunderstanding. 

[s there an objection to that request ? 

Mr. Yarrs. What has this witness done for us? 

The CHarrMan. He has identified this information. 

Mr. Yates. Identified it as what ? 

The CHarrMan. Well, to the best of his knowledge and belief it 
represents the information that he took from the official records of the 
Federal Trade Commission and the Department of Commerce. 

Mr. Yates. Public records of both ? 

The Cratrman. No. All of it is not in the public records. You 
see, we could get the public records. 
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Mr. Evins. Mr. Chairman, I think the gentleman of the Commis- 
sion is to be commended by this committee for his assistance in com- 
piling the information for the staff from the Department of Com- 
merce records and also for assisting the committee otherwise. 

The Cuamman. And for his cooperativeness. 

Mr. Hosmer. This information standing alone, without being com- 
pared to other companies’ exports, means nothing to us. 

The CuHatrMan. We will get whatever is necessary to bring the 
information up to date. 

Mr. Hosmer. I am wondering what the other companies export 
figures are? Are there export figures available to this Commission 
and does the Commission have that in the same way ? 

Mr. MacIntyre. Mr. Chairman, in the proceeding on Monday and 
in the proceeding yesterday a number of members of this commit- 
tee put questions to certain other exporters and received from them 
data about their exports from the United States. This specific ex- 
hibit would do no more nor less for Luria Bros. However, it is not 
being offered yet because it is my understanding that Mr. Hosmer has 
requested that Luria Bros. be subpe naed and, of course, that will prob- 
ably be done at an appropriate time and the data contained in this 
exhibit, in some form or other, perhaps will be made a part of a public 
record before this committee, but it is not being offered——— 

Mr. Hosmer. What I want to find out is, are we going to use this in 
comparison with something. 

Mr. MacIntyre. Yes, sir. We have another exhibit that Mr. Wil- 
liams has just identified. It has already been received in the record. 
It shows the relationship of the top 27 exporters. 

Mr. Hosmer. You see this is all incode. How can we tell which one 
of these is Luria? 

Mr. MacIntyre. Luria is No. 1, at the bottom of the page, along 
with 45 others because the Export Control Act did not permit them 
to tell us precisely how many tons each one exported. 

Now, perh: aps ther e wouldn’t be an objection for still other members 
of the committee or counsel asking Luria the same questions that some 
of the members asked some of the exporters yesterday. 

Mr. Hosmer. We are to conclude, if we find the figure of 7,462,000 
tons on the bottom of the sheets of paper that the code 2 is for Luria 
Bros. ? 

Mr. MacIntyre. Just as you could from the testimony of a witness 

yesterday as to what he exported last year. 

Mr. Yates. Couldn’t we wait and see what develops? 

Mr. MacIntyre. In any event, as I stated several times, this exhibit 
is not being offered for the public record either with or without condi- 
tions at this time. 

The Cratrman. I wrote a letter to the Chairman of the Federal 
Trade Commission and asked if he felt he could afford to cooperate 
with us and he replied that he would be glad to cooperate with us, and 
as a result of that cooperation this evidence has been obtained. 

It is mv understanding that Luria Bros.’ counsel was contacted and 
he agreed that it would be all right to submit this, and since counsel 
doesn’t object to it and since we can have the counsel here, if the mem- 
bers insist, and have them reiterate it, I don’t see any point in that, and 
particularly in view of the fact that it is not to be a part of the hearings 
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now but is provided only for the use of each member. It is for their 
information and I hope that the request will not be objected to that 
was outlined by Mr. MacIntyre, and which I made as a member of the 
committee. 

Mr. Hosmer. In that connection, I just want to point out one more 
discrepancy here. I notice that these 2 lists are made up, 1 in short 
tons and 1 in long tons and I think something ought to be done to get 
them together if we are going to use them. 

The Cuairman. I think there should be, too. I think that will be 
reconciled, 

Is there objection ? 

Mr, Hosmer. What is the request ? 

The Cuairman. Mr. MacIntyre, will you recite it again ? 

Mr. MacIntyre. The statement was that the only purpose at this 
time is to place before the members of this committee, for the in- 
formation of the members of the committee, what is contained on 
this exhibit and to have the witness identify it and validate it on 
the public record of the proceedings. It is not the intention of the 
counsel to offer the exhibit itself into the public record of the proceed- 
ings until such time as we further deal with Luria Bros. and their rep- 
resentatives, 

Mr. Hosmer. That is not a request. 

The CuarrmMan. He is making the statement and I am embodying 
it in my request as a member of the committee. 

Mr. Hosmer. All right, there is no objection. 

Mr. Muurer. Reserving the right to object, I want to make this 
clear: The point I tried to make is that even the Members of the Con- 
gress are not entitled to have information taken from the files of other 
agencies unless they are matters of public records or are necessary to 
us to inquire as to the manner of operation of an agency. My point is 
unless it is established that this information is available to all Mem- 
bers of the Congress, it should not be submitted to the individual Mem- 
bers of the Congress. 

Now Mr. MacIntyre may be able to establish, and I am sure he in- 
tends to establish that this information is available to us through Luria 
Bros., but then we ought not to take it from the agency unless it is part 
of their public records, 

The CuarrmMan. We are not going to. 

Mr. Murer. We, as individual members, have no right to look 
it unless it is a part of the public record. We have no right to go ina 
pending proceding and ask them to show us records which are not part 
of their public record. 

Mr. Yates. Let me suggest this: Has the witness been asked whether 
this is a part of the public record ? 

The CHarrMan. Yes. 

Mr. Yarrs. You don’t know whether this is a part of the public 
record ? 

The CuatrmMan. Now, may I suggest that that has been gone over. 
It is not in the record, as yet. 

Mr. Yarrs. May I ask him that question ? 

The CuatrMan. He has gone over it. He has stated that he doesn’t 
know whether it is in the public hearing or not, but it is filed as an 
exhibit. 

Mr. Yates. Has he said that? 
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The Cuarrman. He said that 2 or 3 times. 

Mr. Yates. Can you state that now? 

Dr. Hunter. I do not know personally. 

The Cyatrman. Is there an objection ? 

Mr. Mouurer. I understand he made no request. 

The CuHatrMan. Now this witness has to go to California; is that 
right ? 

Dr. Hunter. Yes. 

The Cuatrrman. Do you have something else you want to bring out 
from him, Mr. MacIntyre? 

Dr. Hunver. I think there are two things I ought to point out about 
this table, if I may. 

The footnote states that the public information from the Census 
Bureau includes the revisions, but the date of the revisions through 
which it operates are not given; that is, the revisions occur through 
the month of November. 

Now you get other tabulations of the Census Bureau with revisions 
and it may not quite jibe with this because these revisions appear 
monthly ; that is, these revisions are through November 1956. 

[The exhibits in CX 870, referred to in the above testimony of Dr. 
Hunter have been received in evidence in the public record of the 
Federal Trade Commission hearings, Luria Bros. & Co., Inc., et al 
Docket No. 6156 September 24, 1957. | 

The Cuatrman. May I say a word tothe committee members? May 
I have the attention of the committee for a moment? It is 12 o’clock 
and the House is meeting. Now we have permission to sit this week 
during the time of general debate. I think there will be general de- 
bate in the House this afternoon. If it is all right with the committee, 
we will recess now until 2: 30 this afternoon. 

Mr. Evins. Could we have an executive meeting this afternoon be- 
fore the other meeting ? 

The Cuarrman. Anytime yousay. Let’shave it right now. With- 
out objection, we will stand in recess until 2: 30. 

(Whereupon, at 12 noon the committee went into executive session. ) 


AFTERNOON SESSION 


Present : Representatives Patman (chairman), Evins, Yates, Roose- 
velt, Brown, Riehlman, Seely-Brown, and Hosmer.) 

The CuHatrMaAn. The committee will please come to order. Whom 
do we have first? Mr. Williams, will you come around, please ? 


TESTIMONY OF WILBUR WILLIAMS, BUREAU OF FOREIGN COM- 
MERCE, DEPARTMENT OF COMMERCE—Resumed 


The Cuarrman. Mr. MacIntyre. 

Mr. MacIntyre. Mr. Williams, this morning you identified, be- 
fore it was received into the record, a tabulation entitled “Licensees 
for Ferrous Scrap by Tonnages Licensed October 1, 1955, through 
March 31, 1957.” You recall that tabulation ? 

Mr. Wiu1aMs. Yes, sir. 

Mr. MacIntyre. Do you have it before you ? 

Mr. Wuuiams. I do, sir. 





IRON AND STEEL SCRAP 199 


Mr. MacInryre. I would like to have you explain for the record 
the code letters and other things that need to be explained in order 
to understand the tabluation. (See table, p. 188.) 

Mr. Wiuutams. The tabulation is coded and based on total ton- 
nages approved for licensees for ferrous scrap in the calendar year 
1956. The licensees, who rank from No. 2 to No. 27, inclusive, are 
coded A to Z, inclusive, and obviously for 1956 A was the second in 
tonnage licensed, B the third and so on. The first was not put in the 
listing because of the regulations on confidentiality which require 
the Department not to reveal information of this character in such a 
way that a licensee could be identified, and it was felt, and I think it 
is generally agreed, that even though no other licensee might be iden- 
tified, No. 1 might be. Consequently, the No. 1 is shown in the table 
along with those from 28 to whatever the number was, which in the 
case of 1957 was 73. There were 73 licensees altogether. 

Mr. MacInryre. So at the bottom of the column for 1956 you find 
a total for No. 1 and Nos. 28 through 73? 

Mr. Wiuu1ams. That is correct. 

Mr. MacIntyre. And you spoke of regulations. Those regulations 
are based on a provision of the Export Control Act of 1949, aren’t 
they ¢ 

Mr. Wiiu1aMs. That is my understanding. 

Mr. MacIntyre. Go ahead with your explanation, please. 

Mr. Wiu1ams. Now, flanking the coding for tonnages issued to 
licensees in 1956 are the licenses issued in one case in the fourth quarter 
of 1955 and on the other hand for the first quarter of this year? In 
the instances of both of these side listings the exporter, for instance, 
who was second in 1956 and is designated again as A. He retains 
that identity as licensee A through the entire table, but whereas in 
1956 he is also No. 2, you may note that in the fourth quarter of 1955, 
column A appears with the No. 7 after his designation, whereas in 
the 1957 first quarter tabulation he appears with the No. 4. This 
means that licensee A receives the seventh largest tonnage in the 
fourth quarter of 1955 among the tonnages licensed in that quarter; 
that for the whole year 1956 he was next to the largest licensee; and 
that in the first quarter of 1957 he ranked fourth among the total 
number, which was 41 in the first quarter, receiving licenses. 

One other thing which the committee members may note and which 
perhaps should be covered is the fact that whereas in 1956 all 26 letters 
are present, in 1955, fourth quarter, and 1957, first quarter, there are 
a number of instances where there is a numerical ranking but not a 
letter. In the 4th quarter of 1955, for instance, 14th ranking ex- 
porter received a license for 10,360 tons. Well, that exporter who 
ranked 14th in the 4th quarter of 1955 did not rank in the 1st 27 in 
1956, but ranked somewhere between 28 and 73. So that he had no 
letter designation derived from his 1956 position, and in similar fashion 
in the 1st quarter of 1956 the licensee who happens to rank 15th with 
a license for 11,000 tons likewise has no letter designation. This 
means that he is an exporter who did not appear among the first 27 
in 1956. 

I think it might be interesting to mention again that for the full 
year 1956 the total number of licenses was 73 and that for the first 
quarter of 1957 the number was 41. The numbers for the separate 
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quarters of 1956 are also given and they fall on both sides of the cur- 
rent 41. The low number was 38 in the third quarter of 1956. The 
high number was 49 in the second quarter. So that there has been— 
and I think this is of interest to the committee—from the point of 
view of small business, there has been obviously a considerable number 
of businesses represented in the licensing and pretty much on a con- 
tinuing basis. 

There are also, as the absence of letter designations shows, in 1955 
and again in the first quarter of 1956, considerable fluidity in the ton- 
nages licensed to specific exporters. 

Mr. Yates. Mr. MacIntyre, did I understand the witness’s testi- 
mony correctly that there are now 41 licensees as opposed to 70 in the 
previous year ? 

Mr. MacInryre. Forty-one in the first quarter of 1957. There were 
73 in 1956. 

Mr. Yatrrs. Why the difference ? 

Mr. W1ILxuiAMs. Well, the difference, if you are looking at the bot- 
tom of your table, sir, is that in the first quarter of 1956 there were 44. 
There weren’t 73, you see. In the next quarter there were 49. For 
instance, you will find in that second quarter that there are three blanks 
in tonnages. This means that three of those who had received licenses 
in the first quarter didn’t come back as soon as the second quarter for 
licenses again. 

Then in the third quarter, for no particular reason that I know, 
either one way or the other, the number of licensees dropped to 38, but 
in the fourth quarter the number of separate licensees went back 
up to 47. 

Mr. Yates. You don’t get those figures from this chart, do you? 

Mr. WititaMs. Yes, sir; from the ve ry bottom line, the number of 
licensees. 

Mr. Yares. I see. 

Mr. MacIntyre. Are you through, Mr. Williams? 

Mr. Witt1aMs. Yes, sir. 

Mr. MacIntyre. I would like to ask you a question or so in an effort 
to add to your explanation. Taking the base period 1956, and when 
we look to the last coded exporter there he is 27 in rank. We find that 
the total he exported for the entire year of 1956 was 21,800 tons. ‘Then 
when we look to the bottom of the page we find that in addition there 
is the one that ranked No. 1 and in addition 28 through 73, or approxi- 
mately 50 more exporters. Now, my question is this: Isn't it true 
that each and every one of those exporters, 28 through 73, exported 
for the entire period of 1956 total tonnages of less than 21,800 for each? 

Mr. Witurams. Well, I want to make two answers to that. One, 
this isn’t a tabulation of exports. It is a tabulation of licenses issued, 
but with that amendment your statement is correct. 

Mr. MacInryre. Yes. sir. 

Now, let us turn to the fourth quarter of 1955, and we find that No. 
27 in rank there, which apparently was one that didn’t rank that high 
in 1956—— 

Mr. WixuraMs. That is right. 

Mr. MacInryre. Exported only 550 tons. 

Mr. WituiAMs. Got licenses for only 550 tons. 

Mr. MacIntyre. Got licenses for only 550 tons of export dur- 
ing the fourth quarter of 1955. Will you please explain to the com- 
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mittee how it is that he was exporting only 550 tons whereas a cargo 
is about 9,000 tons, if it is an ocean shipper ? 

Mr. Witur1AMs. Because not all exports are ocean shipments. The 
one old established foreign market for American scrap is Mexico, 
Even in the shortest days of supply, we had shipments and quotas to 
Mexico. 

Mr. MacIntyre. So it would appear that Nos. 25, 26, and 27 and 
all others who exported in smaller quantities in that for the fourth 
quarter of 1955 were exporters to Mexico overland rather than by 
ocean shipment 4 

Mr. Witu1AMs. It is most probable there were occasionally very 
small ocean shipments of special-type scrap that went in 25 or 55 or 
100 ton lots at a time. 

Mr. MacInryre. And it also means that for each of those other 
exporters, ranking below 27, for that quarter, namely, those in the 
category of 28 through 36, would have each exported a total for that 
quarter or secured licenses for export for that quarter in amounts of 
less than 550 tons each ¢ 

Mr. WiiuraMs. That is right. 

Mr. MacInryre. | believe that is all. 

The CuHarrman. Are there any questions, gentlemen ¢ 

Mr. Yares. | would like to ask him a question, Mr. Chairman. 

The Cuamman. You may proceed. 

Mr. Yares. Mr. Williams, does this chart show the tonnages for 
export that No. 1 applied for ¢ 

Mr. WituiAMs. Yes. 

Mr. Yarers. Or is it in combination ¢ 

Mr. Witu1AMs. It is in combination with the bottom group. 

Mr. Yares. It does not show—— 

Mr. Witi1aMs. It does not show No. 1 separately, and I tried to 
explain at the outset that that was done deliberately because the iden- 
tity of No. 1 is known, and for the Department to list tonnage where 
the identiy of the No. 1 is known would be, as I understand it from 
our counsel, to breach the requirements regarding confidentiality. 

Mr. Yates. When you say No. 1 is known, you mean No. 1 is ina 
class by itself as far as exports are concerned? 

Mr. WixuiaMs. Yes. 

Mr. Yates. So that everybody knows who No. 1 is? 

Mr. WixuiaMs. I believe they do. 

Mr. Yares. Who is it? Is it a breach of confidence if I ask you 
who No. 1 is? 

Mr. Witu1amMs. Well, I don’t think it is. 

Mr. Yates. If everybody knows it, why is it a breach of confi- 
dence ? 

Mr. Wiiu1ams. I believe it wouldn’t be. I wanted to check with 
my counsel to see whether I should say it or not. I don’t see why I 
shouldn’t. It has been said by every witness you have here. Obvi- 
ously it is Luria Bros. The complaints seem to be from practically 
all witnesses that they enjoy much too great a part of the business. 

Mr. Yates. Did you hear the testimony this morning offered by 
Mr. Schnitzer w - respect to the licensing procedures ? 

Mr. Witutams. I did. 

Mr. Yarrs. Was Mr. Schnitzer’s testimony accurate / 
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Mr. Wiu1aMs. I think many parts of it were, but it was not wholly 
accurate. 

Mr. Yares. In what respects was it not accurate ? 

Mr. WituiaMs. Well, partly it is a matter of terminology. For 
instance, there was discussion about a general license, a general 
license as distinct from an individual license. There has not been a 
general license on scrap since 1941. A license has been required at 
all times. Dr. Schnitzer, however, said quite correctly that for a 
number of years now there had been very little change in the require- 
ments, and that is true. I think it was Mr. Multer, who was about 
to ask or phrase a question that didn’t get answ ered just before the 
recess, that he noted there was a gap from April 1955 to September 
of 1956 in the issuance of any regulations on scrap. The fact is that 
from a date in October 1953 down to the present moment two things 
are unfailingly true: (1) Any shipment of scrap, except to Canada, 
has required an individual export license; and (2) there have been 
no quantitative limits on what could be licensed down until the an- 
nouncement of May 6, and that announcement is merely an interim 
policy. 

The requirements that the applicant had to meet in this period of 
4 years or more or very nearly 4 years to get a license, as Dr. Schnitzer 
also said, have been practically uniform, but not entirely so. The 
one deviation, the one thing that got introduced, and then got taken 
out, was the matter that was giving him so much trouble, namely, 
the bill of lading. That requirement was imposed on March 7, 1955, 
as I think I testified Monday morning, too, for that matter, and then 
it was rescinded on September 13, 1956. So if I may restate it, from 
October 1953 until March 1955 an applicant had to have an order, 
he had to have a security document, he had to make a statement that 
he had the scrap in his possession, and here is another matter that 
Mr. Schnitzer wasn’t clear about—he had to have it in his possession 
or certified that he would have it in his possession within the life of 
the license, which is 3 months. He didn’t actually have to have it to 
apply, but he had to be able to certify that within the 3 months’ life 
of the license he expected to assemble the cargo. 

Mr. Yares. Will you yield just one moment? You heard Mr. 
Schnitzer testify that Luria took the Japanese cartel’s business sub- 
ject to obtaining export licenses. Was this the type of an order that 
your Department would recognize as being valid for that purpose? 

Mr. Witutams. Yes. 

Mr. Yates. An order subject to obtaining the license ? 

Mr. Witu1ams. Exactly. The Department recognizes an order. It 
does not have to be a firm order. It has to be something beyond a 
mere business inquiry. It has to be the kind of inquiry which subject 
to the issuance of a license will result in the consummation of a 
contract to export aie ial. 

Mr. Yates. Mr. Schnitzer indicated that the obtaining of the license 
for the shipment for 37 cargoes’ was rather an inordinate circum- 
stance. Were you the person in charge of that particular transaction ? 

Mr. Witu1Ams. I am not in charge of that particular transaction, 
but was and am, as was stated previously, in charge of the licensing. 

Mr. Yates. Are you familiar with the issuance of those licenses 
to Luria? 
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Mr. Wuu1aMs. I was familiar on a day-by-day basis with any li- 
censes that were issued. I wouldn’t say at this date that I could re- 
construct exactly who got what on what date. 

Mr. Yates. Did Luria receive special consideration in connection 
with the issuance of those licenses ? 

Mr. WituiaMs. They did not at all; no, sir. 

Mr. Yates. You call him Dr. Schnitzer—is it Dr. Schnitzer? He 
shakes his head and says he is Mr. Schnitzer. 

Was Mr. Schnitzer discriminated against in the fact that he was 
not given licenses for the 4 cargoes ¢ 

Mr. Wutu1aMs. No; I think he himself said that he wasn’t; that he 
found on inquiry that the regulation made it impossible for us to 
grant him more than 1 cargo at a time, and I am not clear whether 
he called the Department or the Institute and they called the De- 
partment, but he was given that information. 

Mr. Yates. He could have taken orders subject to obtaining the 
licenses ¢ 

Mr. WiuutAMs. So far as the Department is concerned. 

Mr. Yates. The difficulty that he ran into was the fact that he could 
not obtain a license for 4 cargoes at the time he sought them, is that 
correct ¢ 

Mr. WiiuraMs. That is right, under the bill of lading regulation 
he couldn’t. 

Mr. Yates. He could not? 

Mr. Witi1aMs. Not prior to September 13. Now, on and after Sep- 
tember 13 he could have. 

Mr. Yates. Who made the bill of lading regulation ¢ 

Mr. Witu1ams. The Department of Commerce did. Again, I am, of 
course, perfectly happy to repeat this. 

Mr. Yares. I have your testimony of May 21 before me, and it says 
this: 

However, it seemed apparent that there was scare buying of scrap and we felt 
or it was felt in the Department and instructions were relayed to me that we 
should find some means of limiting licensing. 

Mr. Witutams. That is right. 

Mr. Yares. I want to know who is the “we” and who is the person 
who transmitted the directions to you ? 

Mr. Witurams. The directions were transmitted to me in the name 
of the Secretary by the Advisory Committee on Export Policy, to 
which both Mr. Weeks and Mr. McClellan referred in their testimony, 
I believe, of Monday. 

Mr. Yarrs. They are the ones. Didn’t you have any part in the 
formulation of that policy, or are you subject to their orders? 

Mr. Witxtams. Why, I am subject to their orders. The question 
arose because of the scare buying and the fact, as I again mentioned 
on Monday, and I am completely h: appy to repeat that we were getting 
a tremendous influx of license applications for Japan. The question 
arose as to how, without restricting exports at all, we could restrict the 
issuance of licenses so that there would not be 2 or 3 or 314 or 4 million 
tons of licenses outstanding at a given moment, because it would seem 
unreasonable to have tonnage that represented half or three-quarters 
of a year’s shipments issued w ithin the period of a few weeks or a month 
or something of that sort. 
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Mr. Yates. I see that requirement is no longer in existence. 

Mr. Witi1aMs. That was the requirement rescinded on September 
13. 

Mr. Yates. Why was not that requirement put into effect rather 
than embargoing shipments ? 

Mr. Wiuuiams. At what time? 

Mr. Yares. On May 6. Why did you go back to the embargo type? 

Mr. Wii1aMs. There is no May 6 ‘embar go on shipments unless you 
want to use that term. 

Mr. Yates. What was the term / 

Mr. Wiu1ams. The May 6 policy was an interim policy saying that, 
without prejudice to negotiations going on with the prine ipal con- 
sumers, but in view of the fact that we were negotiating from the 
base of what se rap they had taken in 1956, it s seemed completely clear 
that we couldn’t negotiate with a man if we had already given him 
more tonnage than we were trying to get him to limit himself to, that 
at such time as licenses had been issued to any country in a specific 
grade of scrap for tonnage identical with what they had had in the 
whole year 1956, we w ould just suspend processing applications until 
such time as we reached agreement as to what tonn: ige we were going 
to recognize as the appropriate tonnage for that country in calendar 
year 1957. Now, there are 3 countries involved and 2 grades of scrap, 
so that there are 6 possibilities of suspending licensing, but to date 
there is only 1 situation, namely, the No. 1 heavy melting to Japan, 
where the licensing record indic vated as of May 6 that the tonnage 
equivalent to all of last year’s shipments had been licensed by that 
date. 

Mr. Yates. Does the Bureau of Foreign Commerce, of which you 
are a part, I take it—— 

Mr. Witu1aMs. Yes. 

Mr. Yates. Attempt to persuade or to suggest to purchasers in 
foreign countries the fact that all American shippers should be given 
equal treatment ? 

Mr. WituraMs. I think if we are asked the question we certainly do. 
This is a function, however, that is carried in the executive department 
by the State Department, and as other witnesses have testified on other 
days, they went to the State Department with complaints, and the 
State Department has also relayed the observations of the American 
Government to the Japanese at least twice and to the Coal and Steel 
Community at least once. 

Mr. Yarrs. The Bureau of Foreign Commerce does not do it di- 
rectly ? 

Mr. WiuiaMs. No, the relations with foreign governments, repre- 
sentations to foreign governments, are in the hands of the State De- 
partment. 

Mr. Yares. And if you receive protests all you can do is to shunt 
them over to State ? 

Mr. WituiaMs. That is correct. I refer them to the Business Prac- 
tices Division at State, as I mentioned Monday. 

Mr. Yares. Does State have any part in determining whether there 
should be a restriction on licenses ? 

Mr. Witii1ams. Yes, sir, although as Mr. Weeks said, he has the 
responsibility for policy. He has his own advisory committee, but, 

I believe he said in his testimony, he also consults with other interested 
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departments on these matters and on occasion has consulted, as was 
mentioned, with the Council on Foreign Economic Policy, which sort 
of serves to coordinate, as I understand it, the views of the interested 
agencies. 

Mr. Yates. Do you know whether Luria Bros. has any special pref- 
erence given to it by your Department 

Mr. WittaMs. Well, I know most definitely that we do not. 

Mr. Yares. I think that is all. 

The Cuatrman. Are there any other questions, gentlemen ? 

You may step aside, Mr. Williams. Thank you very kindly, sir. 

Who is the next witness? Mr. Schnitzer, will you come bac k, please. 


TESTIMONY OF MORRIS SCHNITZER—Resumed 


Mr. Yates. You heard Mr. Williams’ testimony, Mr. Schnitzer. Is 
there anything you want to say about it, or should I proceed with my 
line of questioning this morning ? 

Mr. Scunirzer. No, you can proceed. 

Mr. Yares. I think that we had concluded at a point where you had 
indicated that you no longer can do business with the Japanese cartel, 
but that it was suggested to you that if you want to sell to Japan it 
must be done through either Luria Bros, or the new company ? 

Mr. Scunirzer. Hugo Neu. 

Mr. Yarres. Hugo Neu. How do you get your metals, Mr. Schnitzer? 

Mr. Scunirzer. We operate our own scrap yards and we buy from 
dealers. 

Mr. Yares. And you buy directly from smaller dealers? 

Mr. Scunirzer. Yes, sir. 

Mr. Yates. Why don’t the dealers sell directly to others? Do 
you give them a better price than Luria does? 

Mr. Scunirzer. First, let me say this, that up until November of 
1956 Luria were not in the Oregon area. They might have bought a 

sar or so there, but actually the amount of exporting was nil. The 
amount of business we did with Luria was an occasional car and 
occasional tonnage where Bethlehem Steel up in Seattle needed some 
tonnage, and they would come down. 

Mr. Yates. Do you represent them in connection with some of the 
exports to Luria? 

Mr. Scunirzer. We did no business with Luria actually up until 
November of 1956. 

Mr. Yates. And that was compelled by the cartel ? 

Mr. Scunitzer. Until we were compelled by the cartel to sell to 
either one of them to dispose of our tonnages. 

Mr. Yates. Did Luria compete with the smaller dealers for se rap? 

Mr. Scunirzer. With quite afew ofthem. Yes. 

Mr. Yates. One more question. You heard Mr. Williams testify 
that Luria has no preference in the Department of Commerce? 

Mr. Scunirzer. I believe that is right, sir. 

Mr. Yares. You heard that? 

Mr. Scunirzer. Yes, sir. 

Mr. Yates. Do oe still feel that something happened ? 

Mr. Scunirzer. I don’t know whether I made my statement or my 
impression that I gave, clear. My impression was that I did not 
mean to imply that Luria ca special consideration in the Depart- 
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ment of Commerce. They have been very fair to us in many emer- 
gencies. I don’t mean to imply that Luria or Hugo or anybody has 
special consideration or had special consideration. 

Mr. Yares. I gather the impression from your testimony that you 
believe they had special information ? 

Mr. Scunirzer. We believe that somewhere, whether it was at a 
high level or a low level, they must have had some information or 
took the gamble, because I don’t think anybody else had taken the 
gamble or made the cartel, the guaranty. After they did, then the 
others stepped in and said, “We will take so much tonnage’ ” but they 
are the only ones that did tell the cartel that, “We will take 37 cs wrgoes 
and guarantee you a license within 1 week, or subject to getting it in.’ 

Then in a week, they did get the license, or in 10 days. ‘T don't 
know the exact date. It isa ‘period of a week or 10 days. I would 
say, as Mr. Williams stated, that by September 13 or 16, the law was 
changed or the order was changed, but in a period of a week or 10 
days, in there, they hit the right gamble. 

Mr. Yares. Do you export to any country other than Japan? 

Mr. Scunirzer. No. 

Mr. Yares. Are there no other Pacific countries that import scrap 
of this type? Is Japan the only one? 

Mr. Scunirzer. Out of the Pacific coast, 9914 percent of the scrap 
goes export to Japan. 

Mr. Yates. To Japan? 

Mr. Scuntrzer. Correct. 

Mr. Yates. Where does the other half percent go? 

Mr. Scuntrzer. There has been a very small tonnage. I cannot 
tell you the exact tonnage that has gone to Italy in the last year. 

Mr. Yares. From the west coast ? 

Mr. Scunirzer. It is abnormal—unusual—whatever you want to 
call it—but there have been a few thousand tons. Very little has 
gone to Italy. 

Mr. Yarrs. You cannot compete with those who export scrap to 
Europe because of the distance; can you? 

Mr. Scunirzer. No,sir. Wecannot. There istoo much ofa freight 
rate. 

Mr. Yates. Thank you. 

The Cuatrman. Mr. MacIntyre, do you have any questions ? 

Mr. MacIntyre. This morning you said that “We were forced to 
sell our inventory to a local mill, just to keep our plant operating, but 
a majority of the material was sold at less than our cost of produc- 
tion.” Do you recall that in your prepared statement ? 

Mr. Scuntrzer. In 1953, 1954. we were selling bales for $15.50 or 
$16.50, and they actually cost us $17 to bale. 

Mr. MacInryre. My question is, Will you name the steel company 
that made those purchases ? 

Mr. Scrunirzer. Bethlehem Steel. 

Mr. MacInryre. It is their plant in Seattle? 

Mr. Scunirzer. Yes. 

Mr. MacInryre. In your statement, you made reference to the fact 
that you had protested tothe Department of Commerce and that Japan 
was the only pr actic ‘al market for the scr ap that you were accumulat- 
ing. Have you given us all the information about the dates and the 
nature of the communication that contained those protests ? 
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Mr. Scunirzer. We recently wrote them a letter with regard to the 
recent embargo on scrap. 

Mr. MacInrryre. Do you have a copy of that letter with you ? 

Mr. Scunirzer. I do not. 

Mr. MacIntyre. Can you furnish it for the committee ? 

Mr. Scunirzer. I can get it from the Portland office and send you 
a copy of the correspondence. 

Mr. MacIntyre. May we ask that that be done? 

The Crarmman. Is there any objection to it? 

Mr. Hosmer. I am reserving the right to object. 

Mr. Scunirzer. I think the Department of Commerce will get you 
copies. 

Mr. Hosmer. You protested to the Department of Commerce about 
what ? 

Mr. Scunirzer. Embargo of scrap from. the offshore, especially 
Guam. 

Mr. Hosmer. Especially Guam ¢ 

Mr. Scunirzer. Yes. 

Mr. Hosmer. During the negotiations for voluntary limits by the 
Japanese ¢ 

Mr. Scunirzer. That was actually—I believe, the embargo came 
afterward. The embargo is only a couple of weeks old now. Ac tually, 
after the Japs had gone back to Japan. I believe the timing is a 
little off, you might say—the timing of the embargo is the last couple 
of weeks. 

Mr. Hosmer. Did you receive a reply from the Department ? 

Mr. Scunrrzer. | cannot answer that question. I have to call my 
office to see. 

Mr. Hosmer. I would ask, Mr. Chairman, along with the letter that 
he wrote, a copy of any reply received from the Department be in- 
serted in the record and neither be inserted unless both are inserted. 

The Cuarrman. That is all right. 

Mr. Scunirzer. I think you can get that from the Department or 
if you want, I can get you my own copies, whichever you wish. 

Mr. Hosmer. May I get at this other question. 

What do you intend the committee do about the scrap ? 

Mr. Scunirzer. Well, | would like to see the offshore scrap actually 
taken out of the quota. 1 do not think the tonnage is so large that 
it should affect. the quota. 

Mr. Hosmer. Do you own any of this offshore scrap ? 

Mr. Scunirzer. Yes, sir. It all belongs to us. We have our own 
collection agencies out there. 

Mr. Hosmer. You say you own all? In all the Pacific islands? 

Mr. Scunrrzer. No. No. We don’t all the scrap. We have ours 
in Guam and Anchorage, Alsaka. We own ours, yes, but we are not 
the exclusive gatherers or dealers out in those islands; no. 

Mr. Hosmer. That is all. 

Mr. Yares. You were told by the Japanese that you must do busi- 
ness with Luria Bros., in order to selltothem? Was that told directly 
to you or to your brother ? 

Mr. Scunirzer. To me. 

Mr. Yares. Were you in Japan at the time? 

Mr. Scunrrzer. Yes, sir. 
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Mr. Yares. Did they tell you why ? 

Mr. Scunirzer. No, sir. 

Mr. Yates. Did you ask why ¢ 

Mr. Scunirzer. Yes, sir. The answer was, very simply, the cartel 
has decided you must sell to Luria or to Hugo Neu. 

Mr. Yares. Did you attempt to find out the reasons back of it ? 

Mr. Scunrrzer. That is one point that I never could find out. 

Mr. Yates. You tried? 

Mr. Scunirzer. Except we believe there was pressure put on them. 

Mr. Yates. Pressure put on whom? On the Japanese / 

Mr. Scunirzer. On the cartel. 

Mr. Yates. Pressure by whom ? 

Mr. Scunirzer. Some of these large brokers—exporters. 

Mr. Yarrs. Some of these. I don’t know what you mean by “some 
of these.” 

Mr. Scunirzer. We don’t know. We cannot pin down which of 
the two, or whether both these people put the pressure on the cartel 
to eliminate us as suppliers. 

Mr. Yares. Well, did they eliminate—they had not eliminated you 
apparently, but they eliminated 4 or 5 others. 

Mr. Scunrirzer. The 3 or 4 others were small suppliers. 

Mr. Yates. They did not export as much as you did? 


Mr. Scunirzer. No. Actually, the two large suppliers in their 


order were Luria; then Hugo Neu. The third supplier is Commercial 
Metals. The tonnages, as I can remember them, which were doled 
out last November, were about 450,000 tons to Luria, about 400,000 
tons to Hugo Neu, about 250,000 or 300,000 tons to Commercial Metals. 
That is the upper third strata. Then they started down to the small 
dealers. A Mr. Diefenthal, of Southern Scrap, got 125,000 or 150,000 
tons. Learner Co., of California, got 125,000 or 150,000 tons. Na- 
tional Iron Metal, of Los Angeles, got 125,000 or 150,000 tons. We 
told them that we could supply 100,000 to 125,000 tons easy. They 
took our letter and filed it. That is all there was to it. 

Mr. Yates. Who is “they” é 

Mr. Scunirzer. The cartel. 

Mr. Yares. The cartel? But they are doing business with these 
other suppliers other than Neu and Luria? 

Mr. Scunirzer. Correct. Three others, 1 in San Francisco, 
1 in Los Angeles, 1 in New Orleans. We were the only ones in the 
Oregon-Washington area—that is, the Columbia River area—that 
supplied the cartel in 1956, other than a small tonnage, which was 
being sold een Hugo Neu by one of our small competitors. 

Mr. Yates. I don’t understand your replies. Do I understand you 
to say that you are the only one of those who had been shipping to 
Japan and no longer is permitted to ship directly; that the other 
exporters, like Commercial Metals and the other two you mentioned 
from the South, are still permitted to do so, are still se ‘Iling their serap 
to Japan directly without going through Luria and Hugo Neu? 

Mr. Scunirzer. That is exactly what I said. In our case, where 
we were shipping, we were cut off completely. Luria, who had never 
sold a cargo out of the Columbia River, were handed a gold platter. 

Mr. Yates. Were your prices higher than Luria’s? 

Mr. Scunirzer. To the cartel 4 


Mr. Yates. Yes. 
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Mr. Scunirzer. Yes, sir. 

Mr. Yares. Was there any reason of credit rating? Are you a 
triple A company ¢ 

Mr. Scunrrzer. Yes, sir. 

Mr. Yates. Is there any reason why you should be suddenly cut off 
from shipping? 

Mr. Scunirzer. Small quantitywise, tonnagewise; I think we deliv- 
ered better, more rapidly, and as good quality if not better quality 
than any of the 3 or 4 suppliers on the west coast. 

Mr. Yarrs. Are you a member of the Iron and Steel Scrap Institute ? 

Mr. Scunirzer. Yes, sir. 

Mr. Yares. That is all, Mr. Chairman, 

The Cuatrman. Mr. MacIntyre. 

Mr. MacIinryre. Will you state what your view is, as to the effect 
that the export licensing procedure of the Department of Commerce 
has had, if any, on your ability to continue to export scrap directly 
to the Japanese cartel ¢ 

Mr. Scunirzer. It has not affected us. It has not affected us 
because, if we had the order, we could go to the Department of Com- 
merce and get our normal licensing. 

Mr. MaciInryre. Well, I am referring to the licensing procedures 
of 1956. Did they affect you? 

Mr. Scunrrzer. It did not affect us at all. The only period that 
we were ever in any quandary was on future licenses which the Depart- 
ment told us we could not get. Otherwise, we have never had any 
trouble with the Department of Commerce, especially in Guam; they 
have been very favorable in helping us get our licenses 

Mr. MacIntyre. That is for the shipme nt of offshore ser ap? 

Mr. Scunirzer. Correct. There have been times when we got a 
license, sent it to Washington, 3 days later had a wire out to the customs 
clerk out there that a license was in the mail, a boat coming in the next 
day, and the material gone even before the license was out there. They 
have been very helpful. 

Mr. MacInryre. Well, then, are we correct in our understanding of 
vour testimony that this licensing procedure of the Department of 
Commerce in 1956 has had no effect on your ability to sell scrap 
abroad directly to the Japanese cartel ? 

Mr. Scunirzer. Correct. 

Mr. MacIntyre. Your statement mentions that, within the last few 
vears, you have invested in equipment for handling, exportwise. 
What was your position in the export market prior to W orld War II? 

Mr. Scunirzer. We exported a quantity of scrap in 1935, 1936 to 
1938. We got out of the export business; in 1939, I started the 
Oregon Steel Mills. I came to Washington, wot permission to build a 
steel mill, which was built in 1943. We disposed of that the minute 
I walked into the Army in 1943. We ran our serap yard until 1952 

* 1953, until this export thing came along. The scrap yards were 
when operated in those days on a very small scale. 

Mr. MacInryre. At that time, were you the largest exporter to 
Japan / 

Mr. Scunirzer. At which time? 

Mr. MacInryre. Prior to World War II? 

_ Scunirzer. Well, there was only export between 1935 or 1936 

11938. Otherwise, there was no export again until 1953. 
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Mr. MacInryre. Now, referring again to the offshore scrap at 
Guam, is it your understanding that your shipments of offshore scrap 
from Guam to Japan are controlled by the provisions of the May 6, 
1956, order by the Department of Commerce? 

Mr. Scunrrzer. | think they are, sir. Correct. 

Mr. MacInryre. In other words, you are limited to quotas on ship- 
ments from Guam as are other exporters, including Luria, and on ship- 
ments from continental United States? Is that correct? 

Mr. Scunrrzer. I believe that is the case. 

Mr. MacInryre. I believe that is all, Mr. Chairman. 

The CHamman. Are there any other question ? 

Mr. Hosmer. Does Luria do any business on that offshore trade ? 

Mr. Scunirzer. I think, to my knowledge, very little off the West 
Coast. 

Mr. Hosmer. This agreement, where they split it up between the 
six companies, which the Japanese cartel will buy from, what year 
was that—1956 or 1957? 

Mr. Scunirzer. 1956. The thing was worked out in about Novem- 
ber of 1956. 

Mr. Hosmer. Did you sell anything to the Japanese cartel in 1955? 

Mr. Scunirzer. Not directly; no. 

Mr. Hosmer. Did you sell anything to the Japanese cartel in 1954? | 

Mr. Scunirzer. No, sir. 

Mr. Hosmer. Did you sell anything to the Japanese cartel in 1953? | 

Mr. Scrunirzer. No, sir. 

Mr. Hosmer. You never sold anything to the Japanese cartel ? 
Mr. Scunirzer. The cartel was organized in the summer of 1955. 
Prior to that, the business was done with the individual traders or the 
individual mills. 

Mr. Hosmer. And the cartel now buys about 80 to 85 percent of all 
the scrap that is imported in Japan. Isthat right? 

Mr. Scunirzer. [ think they are buying close to 100 percent now. 

Mr. Hosmer. But you never had done business with them ¢ 

Mr. Scunirzer. Correct. 

Mr. Hosmer. You never sold directly to the Japanese cartel ? 

Mr. Scunirzer. Yes. We did in the year of 1956. 

Mr. Yates. Prior to August / 

Mr. Scunirzer. Yes, sir. In the year of 1956 we did. In Decem- 
ber of 1955 I went back to Japan. 

Mr. Hosmer. You were excluded in 1957 ¢ 

Mr. ScunirzEr. We were excluded in December, actually, or the 
end of November of 1956. 

Mr. Hosmer. How much did you sell to the Japanese ? | 

Mr. Scunitzer. We shipped the cartel about 75,000 or 80,000 tons. 

Mr. Hosmer. The bales that you sold to Bethlehem Steel at a loss, 
do you recall testifying regarding that ! 

Mr. Scunitzer. Yes, sir. 

Mr. Hosmer. Have you at any other time sold any material at a 
loss ¢ 

Mr. Scunitzer. Yes, sir. 

Mr. Hosmer. That is not uncommon in your line; is it / 

Mr. Scunirzer. No, sir; but I think the point I tried to get over was 
that in 1953 and 1954 we were selling 100-percent domestic. 
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Mr. Hosmer. In 1953 and 1954? 

Mr. Scunirzer. Part of 1954. 

Mr. Hosmer. Are you still selling to Japan; that is, to other than 
the cartel purchasers / 

Mr. Scunirzer. Let me get that statement again ? 

Mr. Hosmer. Are you ‘selling at the present time, or within the 
past year, to Japanese purchasers other than the cartel ? 

Mr. Scunirzer. We are selling other products to other firms in 
Japan, other than the cartel. 

Mr. Hosmer. Scrap products / 

Mr. Scunitzer. That is, scrap products which are not—let me cor- 
rect that. They are not part of the cartel. That is, cast iron was 
not part of the cartel. 

Mr. Hosmer. About 15 to 20 percent of the scrap business is not a 
part of the cartel ? 

Mr. Scunitzer. I am trying to say it is all being absorbed by the 

cartel, and within the last 2 or 3 months they have taken practically 
overgthina. 

Mr. Hosmer. Can you tell me what your domestic and export sales 
were in 1955 ¢ 

Mr. Scunirzer. Tonnagewise or dollarwise / 

Mr. Hosmer. Dollarwise. 

Mr. Scuntrzer. In 1955, I would say somewhere around 4% to 5 
million. 

Mr. Hosmer. Both domestic and export / 

Mr. Scunirzer. Part of that is in our heavy equipment business. 
Scrapwise, I cannot tell you. I would say 80 percent of that. 

Mr. Hosmer. What about 1956? 

Mr. Scunirzer. It went up around 61% or 7 million. 

Mr. Hosmer. Was that increase in the scrap business / 

Mr. Scunirzer. Yes, sir. Mostly. 

Mr. Hosmer. And was it an increase in the domestic or the export 
business ¢ 

Mr. Scunirzer. All export. 

Mr. Hosmer. Do you export to others than Japan ! 

Mr. Scuntrzer. No, sir. 

Mr. Hosmer. I think that is all. 

Mr. Scunirzer. But bear in mind, Mr. Hosmer, that a large per- 
centage of the rise in volume was due to the differences in price; in 
the market conditions. 

Mr. Hosmer. Thank you. 

The CrarrmMan. We have two more witnesses. I don’t think they 
will take very long. Arethere any other questions ? 

Mr. Rooseverr. I would like to ask you the same questions which 
I asked yesterday of Mr. Newirth. When the cartel buys from 2 
individuals or 2 companies exclusively, they undoubtedly have what 
they consider to be sound reasons for so doing. 

Now, the reasons given you are what ? 

Mr. Scunrrzer. Ac ‘tually, the reasons given to us are simply that 
in these past emergencies, such as 1955, “which the House Banking 
Committee started investigating the scrap situation, and there was the 
worry of the restrictions, and so on, they became afraid and wanted 
somebody that could guarantee them something, with the result that, 
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when they came out and asked us, “Can you guarantee these big 
export licenses,’ we told them we could not guarantee anything, 
especially when Washington is holding hearings on a subject like 
that. 

Mr. Rooseveur. So, the implication is that those with whom they 
deal do guarantee them ? 

Mr. Scunirzer. No. The implication is by quantity and weight 
and power. 

Mr. Roosrvetr. And power? What kind of power? 

Mr. Scunirzer. Large tonnages. 

Mr. Roosrvert. Power to get large tonnages for them! 

Mr. Scunirzer. To control and get large tonnages. They have 
now come to a point where they pretty well control the tonnages 
that are going export to Japan. 

Mr. Roosevetr. Because of their connection with the big steel mills, 
or on what grounds do they get this power? 

Mr. Scunrrzer. That is the answer. Through their connection 
with the steel mills who are the end users of the scrap. 

Mr. Roosrvett. Is there any implication that they also might have 
influence in perh: 6 preventing a boye “ott of further exports? 

Mr. ScuNITZER. I don’ t know whether I could answer that or not. 

Mr. Roosevetr. That point was not raised with you ? 

Mr. Scunrrzer. I don’t know. 

Mr. Roosrveir. By the people in Japan? 

Mr. Scunrrzer. All I can tell you is, we are, as of today, still very 
friendly. When the committees were here, we saw all the men on 
their recent trips. Our man still visits the cartel and gets informa- 
tion. In fact, they asked us as of last week to quote them on scrap, on 
cargoes. What they had in mind, I don’t know, but we gave them 
quotations. 

Mr. Roosrveir. Was there at any time, in your discussion with the 
people in Japan, any indication that they were also discussing their 
problems with the big steel companies of this country ? 

Mr. Scunirzer. I am sure that they are aware of the problems of the 
steel mills here and are cognizant of the market conditions here, 
because whether it is domestic or foreign prosperity, I think they both 
get it on about the same keel. They might get it a month later; 
6 months later; but they get it and we get it, and when there is pros- 
perity in the steel industry here, it is over there, too. It is worldwide, 
and they are aware of the situation as of last August of 1955, when 
they wanted these big promises or guaranties of big tonnages. So to 
say, are they aware of it? Yes. They are aware of it. They are 
afraid of it. They don’t want to encroach on the American steel mills. 
That is why I think the Department of Commerce sets up their quotas 
and tries to be fair with both the American and the domestic. 

Mr. Roosevert. Is there any indication in your mind of direct coop- 
eration between the cartel and the large mills in this country 

Mr. Scuntrzer. That I cannot tell you, sir. I do not know. 

Mr. Roosrverr. Thank you, Mr. Chairman. That is all. 

Mr. Evins. Can we conclude, in summation of your testimony, that, 
although Mr. Williams, an official in the Department, and officials of 
the Department of Commerce have been fair to you personally, they 
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have treated you very nicely; the net effect of the order was beneficial 
to the larger exporters and detrimental to a smaller exporter / 

Mr. Scunirzer. I think so. 

Mr. Evins. And, furthermore, that while we may have the Sherman 
antitrust law and the Clayton Antitrust Act, and the Webb Pomerene 
Act, that, somehow or another, the operation of the cartel in Japan 
is under mining our own yee in this country ? 

Mr. Scunirzer. No; I don’t think the cartel is undermining. I 
don’t think the cartel is undermining the laws of this country. The 
cartel was set up to watch the dollar economy over in Japan. 

Mr. Evins. Well, they are looking after their interests in Japan. 
We have our own antitrust laws in this country. 

Mr. Scunirzer. However, we have protested to the Japanese cartel 
and have asked that the buying be done on a competitive basis. 

Mr. Evins. Has the State Department protested to Japan in your 
behalf or other small business ? 

Mr. Scunirzer. Information given to us by the State Department 
is they, as a sovereign power, have no right or authority to tell any 
other government what to do, but they can suggest. 

Mr. Evins. Well, have they suggested, to your knowledge? 

Mr. Scunirzer. The letter we have from the State Department 
says they have suggested. 

Mr. Evrxs. Could you supply copies of those letters for the com- 
mittee ? 

Mr. Roosrverr. Would the gentleman yield? 

Mr. Evins. Yes. 

Mr. Roosrvetr. In the State Department reference to the cartel, 
do they think the ec: “eo has sovereign power ? 

Mr. Scrnrrzer. I did not say that, sir. 

Mr. Roosrvert. However, you said the State Department felt it 
could not protest directly, because the Japanese—I presume the Jap- 
anese Government—had sovereign power, but does this cartel have 
the Japanese Government sanction, and is it a part of the Japanese 
Government ? 

Mr. Scunirzer. Yes. Oh, yes. 

Mr.’ Roosrveit. Therefore, it would be considered a Government 
agency ¢ 

Mr. Scrnitzer. Correct. 

Mr. Roosrvett. I see. 

Mr. Evrns. There has been no protest, but you have received com- 
munication which indicates that they might make such a suggestion ? 

Mr. Scunirzer. May I read this? 

Mr. Evins. Yes, sir. If you will. 

Mr. Scrunirzer (reading) : 





Receipt is acknowledged of your letter of February 27, 1957, which concerns 
certain ferroscrap-importing practices followed by the steel industry of Japan. 
The Department of State is aware that the Japanese field producers, in buying 
scrap for import to the United States, limit their purchases to half a dozen 
dealers. Although it is not possible for the Government of the United States 
to dictate scrap-buying policies to the Government or the steel industry of 
Japan, the Department continues to urge strongly that Japanese buying program 
be accomplished under circumstances of free competitive bidding, with equal 
opportunity to all exporters of ferrous serap. 
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Mr. Evtns. That was the letter to you? You have no information 
of letters that have been submitted to the Japanese Government ? 

Mr. Scunirzer. No, sir. 

Mr. Rrentman. Isn’t that what we referred to previously? Isn’t 
that the answer? 

Mr. Evrns. Yes. 

Mr. Rooseveur. I would like to suggest perhaps a proper inquiry 
might be made of the State Department as to what form these urgings 
have taken. In other words, they state categorically here that they 
have been making certain urgings, and I would like to know whether 
they were oral urgings to the Ambassador or whether they were 
written urgings or in what form they might take. Could the counsel 
be asked to make that inquiry ? 

The Cuarman. We will make the inquiry for the purpose of de- 
termining whether or not we should ask. 

Mr. Evins. One further question. Sir, is there not a representa- 
tive of our Government, of the Department of Commerce, in Japan to 
assist in matters of this kind? 

Mr. Scunirzer. There is a commercial attaché in Tokyo. His 
name, as I remember it, is William or Walter Wolff. 

Mr. Evrns. Has he rendered any such assistance, to your knowl- 
edge? 

Mr. Scunitzer. I went in to visit Mr. Wolff last year, and presented 
my side of the story, with the graph of the suppliers, the tonnages they 
furnished, and so on. I also explained how I felt about the scrap 
situation on the west coast with relation to exports. 

Mr. Evins. And has Mr. Wolff been able to give you any assist- 
ance ? 

Mr. Scunirzer. No, sir. I did not go in to see Mr. Wolff with the 
idea of getting any assistance. I came in to see Mr. Wolff after the 
cartel had told me they would no longer do business with me, but I 
wanted him to know how I felt about some of the tonnages that they 
were requesting; how it would affect the economy in my Northwest 
area. 

Mr. Evrns. Do you know whether Mr. Wolff protested to the De- 
partment of Commerce on behalf of the American businessman, fol- 
lowing that information ? 

Mr. Scunirzer. I do not know, sir. I have not heard a word, 
either way, on that account. 

Mr. Evtns. That is all I have. 

The Cuarrman. Thank you very much. 

Our next -witness is Morris Rosoff. 

Do you solemnly swear that the testimony you are to give before this 

committee -will be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Rosorr. I do. 


TESTIMONY OF MORRIS ROSOFF, ROSOFF & ROSOFF, NEW YORK 
CITY, COUNSEL TO THE NATIONAL FEDERATION OF INDEPEND- 
ENT SCRAP YARD DEALERS, INC. 


My name is Morris Rosoff. Iam a member of the law firm of Rosoff 
& Rosoff, New York City. We are counsel to the National Federa- 
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tion of Independent Scrap Yard Dealers, Inc. This is a trade as- 
sociation composed, as the name indicates, of independent scrap-yard 
dealers. Such dealers, of whom it is estimated there are almost 4,000 
in the United States, have a very definite interest and stake in the reg- 
ulations which are promulgated affecting the export of scrap. 

On March 25, 1957, the Department “of Commerce removed the 
“freeze” on the processing of scrap-export licenses which it had im- 
posed on February 19, 1957. Less than 2 months later, on May 7, a 
new type of freeze was promulgated by the ee through its 
Current Export Bulletin No. 785, dated May 8, 1957. 

The National Federation of Independent Sc rap Yard Dealers, Inc., 
submits the proposition that no adequate basis existed for the issuance 
of the freeze in the first instance, and that none existed for its reim- 
position in its new form on May 7 last. The Department’s authority 
to license and regulate exports stems from the Export Control Act of 
1949, as amended. 

The congressional declaration of policy, which is included as part 
of the act, ‘states that: 

The Congress hereby declares that it is the policy of the United States to use 
export controls to the extent necessary (@) to protect the domestic economy from 
the excessive drain of scarce materials and to reduce the inflationary impact of 
abnormal volume demand, (0) to further the policy of the United States and to 
aid in fulfilling its international responsibilities, and (c) to exercise the neces- 
sary vigilance over exports from the standpoint of their significance to the 
national security. 

In its announcement of this new interim policy, the Department 
failed to indicate in which respects that policy could claim to fit within 
the formula of the congressional declaration of policy from which the 
Department’s authority stems. In fact, it will be possible to make out 
a strong case that, far from being in line with this declaration of policy 
by Congress, it flouts the purpose of the Export Control Act of 1949, 
as amended, in that it impedes and hampers the foreign policy of the 
United States, at least in the respect that its effect is to deny sorely 
needed critical material to our foreign friends and allies. 

In its news release of May 6, 1957, the Department said only on this 
general subject that: 

In its report to Congress on January 31, 1957, which was based on the findings 
of the Batelle Memorial Institute of Columbus, Ohio, the Department has called 
attention to the serious Jong-term-supply problem that faces the United States 
economy because of impending shortages of heavy melting scrap. 

In adopting this extreme action, the Department accepted as conclu- 
sive findings the entire tenuous “guesstimates” of the Battelle Memo- 
rial Institute report which, time and again in its text, spells out excep- 
tions and reservations to, and caveats against, accepting its purely 
tentative conclusions. 

On Tuesday, May 7, 1957, the Honorable Wright Patman, chairman 
of this committee, issued a statement in which he called this most re- 
cent freeze by the Department of Commerce as unusual and drastic 
action. One would suppose that the data, on which actions so char- 
acterized is predicated, would be definite, unequivocable, and conclu- 
sive. On the contrary, we find that this report of the Battelle Memo- 
rial Institute, on which the Department predicated its action, con- 
tains within its own framework warnings against accepting it as a 
basis for action except within the most limited areas. 
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In its letter of transmittal to the Business and Defense Services 
Administration on January 13, 1957, Battelle states, in part : 

In spite of the shortcomings of the data available, and the compromises and 
assumptions that had to be made in order to meet the time deadline, this survey 
and analysis represents a major step forward toward a better understanding 
of the complex problem of the supply of and the demand for obsolete iron and 
steel scrap. The data and analyses presented in this report represent the most 
exhaustive study of this problem to date and do give some indications of the fu- 
ture supply-demand relationships, but cannot be considered conclusive. 

The same letter goes on to say: 


It was not possible, however, in the time available for this study, to develop all 
of the data necessary to identify the amount of iron and steel in the obsolete 
reservoir and in the “replacement crop” that are actually available for consump- 
tion as scrap. Further study will be needed on the many factors influencing the 
transfer of iron and steel from the obsolete reservoir into 


scrap-consuming 
channels. 


On page 6 of the report, only four items are set out by Battelle, in 
which it is stated that no additional research is warranted. aes 
melting scrap, which the current freeze controls, is not included in this 
category of completed research. In fact, the report goes on to list 
five very wide areas of research which go to the very heart of this 
entire question of restriction of scrap, including heavy melting scrap, 
on which the report itself states much more research is required. 

In fact, the report itself recites, on page 7, that Battelle itself- 
would welcome a critical review of the basic data that were used to support this 
study, for it is evident that with some more time some of the fragmentary evi- 
dence on which some estimates were based might be confirmed or modified. 
This report, which the Department of Commerce recites as the basis 
for its “unusual and drastic action” states that the time available allows 
for only a single projection for future years. This projection was 
only with respect to the GNP (gross national product). In this con- 
nection, the Battelle report goes on to say that: 

Since there is rezson to believe that the relationship between future scrap 
supplies and future scrap demand is sensitive to the rate of growth of the steel 
industry, it would be desirable to make projections on the basis of a number of 
assumptions regarding trends in the end-use patterns for iron and steel. 

The Battelle report itself did net make such projections other than 
the one stated for the gross national product. The only projection 
involved is one that the Department of Commerce itself undertook 
to make with respect to exports of scrap for the period ending 1965 

However, even if we were to assume that some 10 or 15 years hence 
there would develop a shortage of heavy melting scrap—and as we 
have pointed out no adequate » basis has yet been presented for such a 
conclusion—how does the “unusual and drastic action” of the Depart- 
ment of Commerce solve this hypothetical problem? We submit that 
it does not, indeed cannot, solve it at all. The action of the Depart- 
ment will obviously not serve to preserve this scrap against the futur 
projected and hieh ly spec ulative shortage. It merely provides that 
instead of this scrap being to some extent consumed abroad now, it is 
to be consumed here now. This does not save tlie sc rap for the future. 

In any event, all it does is merely to dictate who shall consume 1 
at present. The test of the Department of Commerce’s real concer 
about the prospective shortage of this admittedly critical material is 
whether it will support a program for its stock piling. Only in that 
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way can the scrap be preserved for the future; certainly this cannot 
be accomplished by directing, in effect, whic h mills shall consume 
it at the present time. 

We are aware of no change in the findings made by the Office of 
Defense Mobilization on July 6, 1954, as sent out to the National 
Federation of Independent Scrap Yard Dealers, Inc., which state: 

(1) There are now and are expected to be in the future adequate supplies of 
iron ore and iron and steel scrap for defense purposes in the event of an emer- 
gency; and (2) no major loss in the supply base will be involved in the failure 
to stockpile. 

We repeat: A freeze on the export of this material is not the an- 
swer to any problem if it does exist as to preserving it for the future. 
If there is a real concern about the prospect of its future scarcity for 
our national requirements, then the sole answer is not to dict ate who 
is to consume it now, but to stockpile it. 

We point out the coincidence that the first export freeze was issued 
at a time when scrap prices were running at a high level. After the 
first freeze was imposed, these prices dropped to new recent lows, 
attributed in large part, if not wholly, to the freeze. We point out 
the further coincidence that the new freeze was reimposed at a time 
when, according to one of the headlines in a daily trade paper, the 
American Met il Market, “steel scrap composite shows first recovery.” 
Even so, it is to be noted that this current composite price index 
would still remain slightly below even the lowest level reached in 
1956. 

Whatever its intentions and purpose, this current policy is cer- 
tain to have one effect. It will act as a downdraft on the prices which 
the steel mills, operating at record levels of profit, will have to pay 
for the scrap sold by the almost 4,000 small-business men who com- 
prise the independent scrap-dealer segment of the scrap industry. 
The net effect of such a program will be to give an indirect price 
subsidy to the giant steel mill industry at the expense of this segment 
of small business. 

Scrap is valuable as an important component of the finished steel 
product, only as the scrap is recycled through the melting furnace. 
Actually, what we are talking about, then, is “the end product—steel, 
not scrap. If a basis exists —and none does—for the quantitative 
control for the flow of scrap to friendly countries, then the conclusion 
is unequivocable, that the same basis exists for such control of the 
export of steel- mill products. Not a single syllable has been heard 
about such a program of the finished steel-mill products, the export 
of which is almost entirely conducted by the mills. Yet the export 
of steel-mill products at the end of 1956 exceeded such export for the 
year 1955 by 12 percent. 

We do not advocate the quantitative control of steel-mill products, 
but by the same token we contest consideration of such control over 
the scrap which goes into the steel-mill product. 

Imposition of controls on the export of scrap to friendly countries, 
in the circumstances which exist, would result in a serious distortion 
of our free-enterprise system. ‘Those who seek it are sowing seeds 
which may bring bitter fruit, as would be true of any attempt to inter- 
fere with the reasonably free interplay of economic forces. 

The strengthening of the small-business entrepreneur has always 
been a prime concern of our governmental authorities and agencies, 
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and rightly so. The scrap-yard dealer is a prototype of the small- 
business man who forms a backbone of our cherished free-enterprise 
system. ‘To deprive any small-business man of an historical market, 
except on the grounds of the greatest urgency affecting our national 
economy or national defense, would be at variance with the traditional 
position of Government with respect to small business, in general. 

The National Federation of Independent Scrap Yard Dealers, Inc., 
is grateful to this committee for this opportunity extended to it to 
appear and make this statement. 

The Crarrman. Thank you, Mr. Rosoff. You made a very fine 
statement. 

Mr. Rosorr. Thank you, sir. 

The CHarrMan. On page 4, you state that Battelle itself would— 
welcome a critical review of the basic data that were used to support this 
study. 

I think your statement very well supplies that answer which the report 
invites, 

Mr. Rosorr. Thank you, sir. 

The Crarrman. I think Mr. MacIntyre has a couple of questions. 

Mr. MacIntyre. I would like to ask a couple of questions. 

Mr. Rosorr. Yes; by all means. 

Mr. Mac/nryre. You appeared before the House Banking and 
Currency Committee, Mr. Rosoff, on March 6, 1956? 

Mr. Rosorr. Yes, sir. 

Mr. MacInryre. According to the record of the hearings of the 
testimony you gave, on page 155 of the hearings of that day you 
asked the question and you made the statement : 

Who supports this call for limitation of scrap exports to friendly countries? 
In that connection, you answered your own question by saying: 

Not the White House Council on Foreign Economic Policy, the Dodge Commit- 
tee, which according to the press, voted 8 to 1 against such control. 

What is the source of your information about such a vote? 

Mr. Rosorr. The report is in the trade press. There are two such 
reports, sir. The first report appeared in the American Metal Market, 
which is 1 of the 2 acknowledged trade papers in the industry, of 
December 12, 1955, datelined Washington, December 1, and I quote 
from a part of that report in that trade newspaper: 

The Dodge Council is understood to have vetoed his proposals 
“his” referring to Secretary Weeks- 

8 to 1. 

There is a misprint here. O. M. 

Obviously, with only the Department of Commerce approving. 

Now, that is the reference to the § to 1. 

Then again, there is a reference in the same trade newspaper of 
Friday, December 23, 1955, again datelined Washington, in which the 
following appears: 

The forecast of no change in export licensing policies apparently is based on 
the recommendations of interagency committee, and the assumption that it will 
be approved by Secretary of Commerce Weeks. Mr. Weeks recommended quali- 
tative and quantitative controls on the export of iron and steel scrap last Au- 


gust, but was voted down by the Dodge Council on Foreign Economic Policy, 
which makes the final decisions on questions of export policy. 
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And I have one more reference, if 1 am not belaboring the point. 

The Cuairman. Proceed, please. 

Mr. Rosorr. The New York Times of Sunday, September 4, 1955, 
in a story datelined Washington, September 3 i Mr. Charles Egan 
of the New York Times, headlined, “Dodge Bars Curb on Sc rap Ex- 
ports.” This is the subheading; “Head” of White House Council 
Turns Down Steel Plea but Final Decision is Over.” 

Mr. Maclnryre. So those reports that you have read are consistent 
with the testimony of Secretary of Commerce, the Honorable Sinclair 
Weeks, on Monday, that if any such vote was taken, he would be the 
1 out of the 9 who voted as these reports indicated ? 

Mr. Rosorr. I did not hear that testimony but if the Secretary so 
testified, this would seem to be borne out by the newspaper reports. 

Mr. MacIwryre. Were there task force trade advisory committee 
meetings before and after each of these freeze orders by the Depart- 
ment of Commerce ¢ 

Mr. Rosorr. So far as I know there were none and I thmk I would 
have heard about it if there had been. 
~ Mr. MacInryre. Well, do you remember of any such ‘ 

Mr. Rosorr. No, sir; I do not. 

Mr. MacInryre. Are you in a position to learn when those meet- 
ings are held? 

Mr. Rosorr.I think I would have learned, at least through one 
channel and that would be through the fact that one of the members 
of the National Federation to which we are counsel is a member 
that task force committee. I am certain he would have advised me 
if there had been any such meetings. 

The Cuamman. Mr. Yates? 

Mr. Yares. I have no further questions. 

Mr. Rooseverr. Mr. Rosoff, educate me a little, if you will. What 
happens if there is an embargo of export of scrap? Does that mean 
simply that the price comes down and that the mills use more of it? 
You emphasize that this means there is no real saving or stockpiling 
because it simply means there is more consumption. 

Mr. Rosorr. No. Maybe I can answer your question in this way, 
sir. I think if we think of the export market as simply a market and 
forget that it is export which may color the thinking on it. The 
deprivation of any market to a seller tends to bring down the price 
of his material. Now, in other words, this scrap presumably will 
back up domestically. Now, the fact that it is here will mean that it 
is being used here, by domestic mills, and hence, it will not tend to 
conserve the scrap in any way. The only question is, Will that 
scrap be used here or abroad? ‘It will not tend to preserve it for the 
future. 

Mr. Roosrveir. I don’t quite follow that, because isn’t the amount 
of scrap used domestically dependent upon the demand at the mill? 

Mr. Rosorr. Yes, sir. Toa certain extent. 

Mr. Roosevetr. And isn’t there ever any time when scrap is avail- 
able but where it is not all bought by the mill? 

Mr. Rosorr. Yes, sir. There have been, as I understand it, a 
number of such times. 

Mr. Roosrverr. Well now, therefore, could not a freeze actually 
result from that ? 
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Mr. Rosorr. Well, I would say what I am talking about, sir, is the 
current freeze. C urrently, mills, as I understand it—and I h: er been 
out of the country for about a week—amills, as I understand it, are 
running about 87 percent. Now, at that rate, they would consume, | 
think, all the ser ap that would be made available to them. 

Mr. Roosrvetr. I see. Then as I understand your testimony, there 
is a suspicion, if not a proven relationship between these freezes and 
the efforts to keep the price of scrap low, to the advantage, naturally, 
of the steel mills? 

Mr. Rosorr. Well, may I point out, the coincidence of the freeze 
and then the drop in price, and then the reimposition of the freeze 
at the time when, according to the graphs, the price was just coming 
up again. 

Mr. Roosrvetr. Have you any record of any time where an im- 
position on the export of the finished product was considered simul- 
taneously with the imposition on the export of scrap 4 

Mr. Rosorr. Well, there was a time when the export of steel was 
quantitatively controlled. It was under pretty strict licensing system. 

Mr. Rooseverr. At what point was that? 

Mr. Rosorr. Well, I think Mr. Williams could tell us that. That 
was in about 1950 or 1951—through Korea. And I think shortly 
after that. 

Mr. Roosrverr. And that was primarily for national defense pur- 
poses rather than any supply reasons 4 

Mr. Rosorr. Yes. 

Mr. Roosrverr. And you know of no interest on the part of the 
Department of Commerce to consider, possibly, the control of export 
of a finished material as well? 

Mr. Rosorr. I have heard of no such case. 

Mr. Roosrvett. Thank you. 

The Cuamman. Mr. Brown? 

Mr. Brown. No questions. 

Mr. Rizeutman. No questions. 

Mr. Hosmer. Mr. Rosoff, how many members does you organization 
have? 

Mr. Rosorr. Well, the last figure I heard—it may have been on the 
part of an optimistic chairman of the membership committee—was 
200, but I try to keep myself separate from the administrative part 
of the association. 

Mr. Hosmer. You are to be congratulated. What you have told 
us today has been a very valuable statement. 

Mr. Rosorr. Thank you very much, sir. 

| The Chairman asked Mr. Evins to assume the chair. | 

Mr. Evins. Mr. Rosoff, considering the present tendencies in ex- 
port scrap, such as have been related here, What would be the in- 
terest of the small scrap dealers, small domestic scrap dealers? How 
adversely are they affected ? 

Mr. Rosorr. In my view sir, I am not a scrap economist, or an 
economist of any sort, the deprivation or the limitation of any market, 
whether export or otherwise, tends to hurt the seller of the material, 
in that it reduces the area of demand for that commodity which he 
is selling. 

Now, the brokers who have been testifying here, and the scrap 
brokers in general, as a rule, do not generate their own scrap. In 
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some instances they do. In some instances they generate some scrap 
und in others they purchase it from other scrap dealers but it is the 
scrap dealers, and 1 may have a slightly jaundiced view about this, 
who are the backbone of the scrap industr y, in that they are the ones 
who take it out of their yards and put it into circulation, by taking 
it into their yards and plants and processing it and making it avail- 
able so that it winds up in a steel mill furnace through the broker. 

The Cuarrman. The 4,000 scrap dealers which you represent as 
counsel for the association ¢ 

Mr. Rosorr. I am sorry, sir. I do not represent 4,000. It is esti- 
mated that there are 4,000 scrapyard dealers. I am sorry to say, I do 
not represent them. 

Mr. Evins. How many do you represent ! 

Mr. Rosorr. Well, as | have said, we have an indicated membership 
that may be an exaggeration, that I have heard on the part of the 
chairman of the membership committee, of only 200 members. 

Mr. Evins. Well, you may represent 200. There are 4,000 in the 
business in the United States that could be affected 

Mr. Rosorr. Yes, sir. 

Mr. Evins. And you feel that any freeze or limitation or restriction 
is certainly unfair when the net product of steel is not under any 
embargo ? 

Mr. Rosorr. Exactly. 

Mr. Evins. The prevailing—present prevailing policies are bene- 
ficial to big steel ? 

Mr. Rosorr. That is, its net effect is,in my opinion, yes. 

Mr. Brown. One question, Mr. Rosoff. It was indicated by the pre- 
vious witness that there were some limitations on the supplying of this 
offshore scrap into Japan for instance. Well now, if there is ‘really a 
valid shortage of scrap in the United States, why do we restrict that 
offshore supply from replacing some of the supply that would be 
needed here in the United States ? 

Mr. Rosorr. I should think that would be one way to offset any 
shortage but I don’t think there is any claim that there is any existing 
shortage which is part. of the reason for the position we take. 

Mr. Yares. How do you account for the order of the Department of 
Commerce then ? 

Mr. Rosorr. I can only guess and I would not want to be put in a 
position of guessing when, 1n some respects, we are criticizing the Bat- 
telle report. 

Mr. Yates. I followed your report. Presumably, it is predicated on 
the Battelle report. 

Mr. Rosorr. The Department of Commerce action states it is predi- 
cated on the Battelle report. 

Mr. Yares. But you don’t believe that the Battelle report is a valid 
one ¢ 

Mr. Rosorr. I don’t think it is an adequate basis for such drastic 
and unusual action. 

Mr. Yares. Thank you, sir. 

Mr. Hosmer. You brought up something there. We had testi- 
mony—I think it was Mr. Feldman yesterd: ay—that Luria was getting 
a better price from the OCCF. Luria was going around offering 
better prices to the scrap dealers. Is that a fact ry 
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Mr. Rosorr. I am not sufficiently acquainted with that to say. 

Mr. Hosmer. If it were a fact, would that be beneficial to the scrap 
dealers to have the prices raised ? 

Mr. Rosorr. I think if they get a higher price, that would be benefi- 
cial to them. Now, whether it is beneficial to the Nation’s economy as 
a whole, to have that possibly because of an alleged dominance, is 
another question. 

Mr. Hosmer. That also comes from the fact that Luria is a com- 
petitor. 

That is all. 

Mr. Rosorr. Thank you. 

Mr. Evins. Do you swear that the testimony you are about to give 
this committee will be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Asrazz. I do. 


TESTIMONY OF STANLEY J. ASRAEL, ALEXANDRIA JUNK CO., 
ALEXANDRIA, VA. 


Mr. Evins. Will you give your name? 

Mr. Asrarx. Stanley J. Asr: ael, of the Alexandria Junk Co., Alex- 
andria, Va. 

Mr. Evins. Do you have a prepared statement ? 

Mr. AsrakEL. Yes, sir. I do. 

Mr. Evins. You may proceed in your own way. 

Mr. Asrart. If I may, from the standpoint of identification, explain 
very briefly something about my company affiliation, we are a company 
which employs less than 25 men, and our gross sales in scrap iron 
in 1956 were less than a million dollars. We operate a processing 
plant which uses cranes, shears, presses, and trucks to bring the ma- 
terial in. We also purchase from collectors, truckers, auto wreckers, 
industry such as it is in this area—sources of that type. 

This series of hearings must be projected against the background of 
the “new pattern of scrap” that has developed in the last few years. 
There are recent forces that have made themselves felt in connection 
with scrap. The following briefly refers to some of these develop- 
oo. 

As the steel industry is unfolding fantastic plans of expansion, 
at the same time technological improvements in steelmaking processes 
and in the beneficiation of sec ondary ores have created a situation 
where steel companies are preparing to become less dependent on 
open market, or dealer scrap, as a raw material. In this connection, 
the question is being raised whether a good part of the scrap indus- 
try’s human and mechanical organization and investment is not soon 
to be reduced to a “standby” ‘basis to be turned on and off like a 
spigot. 

2. New merchandising techniques have been developed, in the form 
of exclusive contracts, tie-in arrangements, financial controls, and 
other devices, which have affected the flow and control of the free- 
market movement of scrap. This situation is involved in docket No. 
6156 of the Federal Trade Commission, which is a complaint issued 
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against a group of scrap companies and steel mills, charging con- 
spiracy— 

for the purpose and with the effect of restraining and suppressing competition 
and tending to create a monopoly in the interstate purchase and sale of iron 
and steel scrap. 

An examination of the public record currently being made in open 
hearings in connection with this complaint would have to be made to 
determine the extent and effect on the scrap industry of these mer- 
an techniques. 

This has been followed by the organization of larger, diversified 
scrap corporations. The emergence of public stock ownership in 
what had been for generations a closely held family structure, is now 
speeding up the expansion of super scrap organizations. The large 
investments undertaken by them in the modernization of materials- 
handling equipment, and their enlarged potential in buying and 
selling, buttressed by merchandising practices referred to above, that 
are still under judicial examination, have already -raised problems 
affecting the competitive position of independent scrapyard dealers, 
who still comprise and will continue to comprise, the foundation of 
the collection and distribution machinery of the scrap industry. We 
are beginning to see a concentration of economic power developing in 
the merchandising pattern within the scrap industry. This concen- 
tration of economic power has already flowed over from the domestic 
scene into the foreign trade in scrap, as the evidence introduced into 
the record by the FTC has already revealed, with names, countries, 
and trading terms outlined therein. 

4. Another characteristic of the new scrap pattern is revealed in 
the fact that it has been gradually dawning on the scrap industry that 
not one single voice of alarm or protest, calling attention to the im- 
plications of all of the above, has been heard among the nominal 
leadership, or in any of the industry’s older forums created for the 
purpose of free discussion and representation during the last 5 years. 
Serious questions within the scrap industry have arisen as to whether 
a vehicle of national representation has become a handmaiden of the 
monopolistic pattern, through the control of outlets of expression and 
of sources of power. 

. The open market has thus far been the best protector of the 
inte rests of the small independent scrap dealer, the large steel corpo- 
ration, and the Government, in its national defense and conservation 
objectives. This thought has been succinctly characterized in an 
editorial in the American Metal Market on January 30, 1957, in which 
it is stated: 

A singular fact about the iron and steel scrap industry which may sometimes 
be lost sight of, is that it is the only large supplier of raw materials to the iron 
and steel industry which is not in any sense “captive” to that industry. 

Any plans or practices that would bypass the scrap industry or that 
would tend to affect or tamper with the free market, or make scrap 

“captive,” can only cause the distintegration of an industry that is so 
lial to conservation and national defense. 

There has been no justification, on supply grounds or otherwise, to 
warrant a restriction of any kind, whether quantitative, or qualitative, 
or interfering with the free scrap export market to friendly nations. 
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National Federation has consistently rejected the attempt to create a 
false private national emergency affecting scrap. Temporary freezes 
turned on and off, and voluntar y agreements to compel foreign buyers 
to restrict and police themselves, are ill founded and ill advised. T hese 
attempts at control of the export market are part of a pattern to 
accomplish by indirection what could not be accomplished directly. 

They are part of a pattern to make scrap captive and to affect the free 
market and the law of supply and demand. 

We of Federation strongly support the position taken before this 
committee by our counsel, Morris Rosoff, as to the inadequacy of 
the Battelle Survey Report as a foundation for any policy decisions 
with reference to the export of heavy melting steel scrap, or for that 
matter, with reference to any policy decisions affecting the future of 
scrap. We wish to record the position taken by the board of directors 
of Federation in connection with related aspects of this matter: 

1. The era of separatism for scrap iron and steel should be ended 
promptly. All secondary raw materials have been related to the oppo- 
site primary or virgin raw material in the Bureau of Mines over the 
last 50 years, with 1 exception. That exception is scrap iron and 
steel, which has been turned over to the Department of Commerce, 
while the Bureau of Mines is still conducting economic surveys and 
gathering statistics in connection with the primary or opposite raw 
material of scrap—iron ore and pig iron. Scrap steel should be trans- 
ferred to the Bureau where it has always belonged. Arrangements 
should be made for an appropriation so that further research on the 
scrap survey should be done and completed by the Bureau of Mines, 
which should thereafter maintain the survey on a continuing per iodic 
basis to bring it up to date, consistent with changes in met: llurgy and 
the influences of price and “planned obsolescence” programs of Ameri- 
can industry, which have thus far not been evaluated as potential fac- 
tors affecting the scrap reservoir. 

The occasional use of handpicked task group, that has been fre 
canis bypassed by the Department of Commerce, has proved un- 
satisfactory in securing the facts or the opinions of the scrap indus 
try. The commodity merits a separate permanent Scrap Advisory 
Committee, which can be set up under the general orders of the De- 
partment of Commerce, representing all branches of the scrap indus- 
try only, with special reference to small business representation. 
This will provide the Government with the widest base of advice 
on - matters affecting scrap. 

. We welcome a thorough investigation by a congressional com- 
witten, that would study the pressure campaign on Government agen- 
cies, aimed at restriction of scrap exports. We welcome a study of 
the economies of scrap, with particular emphasis on the new pattern 
of the concentration of economic power over this commodity, and 
its effect on the conservation policy, the national defense policy, and 
the interests of the small-business units which comprise this basic in- 
dustry. To this objective we offer the cooperation of the officers and 
members of National Federation. 

The Carman. Thank you, Mr. Asrael, for your fine statement on 
behalf of the free market. 


Do you have any information regarding any pressures? You talk 


about pressure campaigns, that have been brought to bear. Is there 
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any direct evidence you can give this committee of any pressure to 
bring about those controls ? 

Mr. AsrarL. There have been in the trade papers and in the gen- 
eral press, periodically, over the past years, news releases by steel mill 
executives, which have stressed the dangers in their eyes, of continued 
exports or ‘continued unrestricted exports of scrap iron. 

Mr. Evins. In other words, while there is no restriction on the end 
product of steel, the steel industry is continually, through their trade 
journals and otherwise, appealing for export controls on scrap ¢ 

Mr. Asrari. Yes. That has been one avenue they have used in 
making their point. 

Mr. Evtns. How long has this appeal been going on in the trade 
journals, to your knowledge ? 

Mr. Asrart. To my knowledge, sir, I believe that it stretches back 
to 1955—1954. 

Mr. Evrns. Your statement indicated the new policies prevailing 
in the last few years. 

Mr. Asrart. Yes, sir. 

Mr. Evins. And it is also your testimony that the net effect 
of such is detrimental to the small scrap dealer, but in your view, 
beneficial to the large steel mills / 

Mr. AsraEu. Yes, sir. 

Mr. Evins. Do you have any questions, Mr. MacIntyre ? 

Mr. MacInryre. I have a couple. 

Mr. Evins. Proceed. 

Mr. MacIntyre. Mr. Asrael, during the course of your presentation 
of your prepared statement, you mentioned voluntary agreements and 
their effect on limiting or establishing quotas in exports. 

When did you first learn of any voluntary agreements in such situa- 
tions ¢ 

Mr. Asraru. My first direct knowledge of any voluntary agreement 
came at the hearing Monday, when reference was made by one or 
more witnesses to the 1956 negotiations between the Department of 
Commerce and the foreign cartels who purchase the scrap exported 
from this country. 

Mr. MacIntyre. In other words, you, as a businessman in the iron 
and steel scrap industry, have heard nothing of that kind until it was 
brought out in the public hearings before this committee on Monday, 
May 20, 1957? 

Mr. AsrarL, That is true, sir. 

Mr. Hosmer. Will the gentleman yield ¢ 

Mr. MacInryre. Yes. 

Mr. Hosmer. Do you deal in the export business ¢ 

Mr. Asragv. No, sir, I am not myself in the export business. Some 
of my products are sold through exporters such as these other gentle- 
men whom you have had on the witness stand. 

Mr. Hosmer. Through brokers ? 

Mr. AsragL. Thr ough brokers, yes, sir. 

Mr. MacIntyre. What has been your impression about who are the 
parties to these voluntary agreements, as you have come to know about 
them up to this time? 

Mr. Asrarn. Well, my information is purely what I have gathered 
from your hearings, and it would indicate to me that it would be the 
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cartel officials in Japan and their prototypes in the ECSC and De- 
partment of Commerce officials, of what level, I do not know, who 
participated in these negotiations. 

Mr. MacInryre. Is it your understanding as a businessman that 
these cartel groups in Japan and in the European Community to 
which you have just referred are not the governments of those coun- 
tries, but private cartels? 

Mr. Hosmer. Mr. Chairman, I am going to object to that line of 
questioning, because of the fact the witness has said he has no knowl- 
edge, other than the hearing. We heard all of that. 

Mr. MacIntyre. I am trying to get the witness’ understanding. 

Mr. Hosmer. That is entirely what he thinks, what the hearings 
have told him, which we have heard. 

Mr. Evins. Mr. Yates? 

Mr. Yates. First, may I say I thought it was a good statement. I 
want to congratulate Mr. Asrael upon the charming name. It car- 
ries me back many years. I have not seen the name “junk company” 
for many years. Ordinarily, they are steel companies, and this is 
the first time I have seen the name of a junk company, I don’t re- 
member the last time. You are a man of courage, Mr. Asrael. 

Mr. Rrestman. Would you yield, Mr. Yates, just for a comment? 

Mr. Yates. Yes. 

Mr. Rrentman. I have several in my city. 

Mr. Yares. I know people in the junk business but they call them- 
selves steel companies. 

Mr. Hosmer. We are not all sophisticated as the people from Chi- 
cago. 

Mr. Yates. Perhaps some day, you will attain that happy state. 
But I have some questions I would like to ask. 

Mr. Evins. Proceed. 

Mr. Yates. One relates to the editorial from the American Metal 
Market which points out that the supplier of raw materials in the 
iron and steel scrap industry is not captive to that industry. What 
is meant by that, the fact that the scrap dealers still occupy an inde- 
pendence in their operations which is unique in the steel industry as 
a whole? 

Mr. Asragt. From a capsule viewpoint, yes. What is meant by 
that is specifically this. The other raw materials which go into the 
making of steel are in the main, owned by the steel companies. They 
have their own sources of coal and coke. Their own sources of ore. 
Their own sources of limestone. In many instances, they own the 
transportation facilities that bring them these materials. Scrap 
would therefore be the only commodity, raw material going into the 
making of new steel, which they do not own and cannot directly con- 
trol. 

Mr. Yates. Is this true today? Do they not—are there no captive 
scrap companies ? 

Mr. Asraet. I personally know of no commercial scrap company 
that is owned by a steel mill. I do know of one or possibly more steel 
mills that operate scrap processing plants. 

Mr. Yates. I don’t know as much about the steel business or steel 
scrap business as I do about aluminum. I happen to have just con- 
cluded an investigation in the field. 
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We learned at that time that with respect to virgin aluminum scrap, 
there was a tie-in with some of the fabric ating companies to have 
virgin scrap returned to the primary business. Does that happen 
in the steel business ? 

Mr. Asrargt. Yes, sir. In many instances, there are tie-in contracts, 
what we call the conversion deals in the trade, where a fabricator or a 
large user of steel will, by an arrangement with his supplier of new 
steel, send the scrap back either directly, or at the steel mill’s sugges- 
tion, channel it through a source that will get it back. 

Mr. Yates. You don’t consider this to be a captive relationship ? 

Mr. Asraex. It is a pattern of which all segments of the scrap 
industry have for many years disapproved. 

Mr. Yares. But it happens? 

Mr. Asraet. It happens. 

Mr. Yates. Is it growing? 

Mr. Asrart. From the standpoint of tonnage figures, I cannot an- 
swer the question. I know it is not abating. 

Mr. Yates. Does that happen in connection with foreign scrap as 
well as domestic scrap ? 

Mr. Asraeu. Scrap that we ship, export from this country, sir? 

Mr. Yates. Yes. 

Mr. Asragt. Were you talking in terms of fabricators or users? 

Mr. Yates. You are wondering about my question ? 

Mr. Asraru. Yes, I am. 

Mr. Yates. I wonder whether or not the purchasers of scrap in 
foreign countries are persuaded by big steel companies or by those who 
produce big scrap, as to who their dealer should be. Do you know 
whether this is true or not ? 

Mr. Asraet. I do not know. 

Mr. Yates. You suggest in paragraph 2 of your recommendations, 
that a permanent scrap advisory committee be set up. Is this in the 
BDSA section of the Department of Commerce ? 

Mr. Asraew. If it would be proper to set it up within the BDSA, 
my answer would be “Yes.” 

Mr. Yates. Did you know the BDSA is now moribund, at the 
moment ? 

Mr. Asraex. I have heard such. If it is the pattern for industry 
advisory committees to fall within that, heading—under that head- 
ing—that is where we should be. If it is the pattern to come under 
another area within the Department of Commerce, we would like to 
be treated as are other industry advisory committees. 

Mr. Yates. Do you have an industry advisory committee under 
BDSA while it was in existence? 

Mr. Asrarx. No, sir; not as an industry advisory committee. 

Mr. Yates. Did they not consider you of sufficient significance to 
create such a committee ? 

Mr. Asrazt. I cannot give you the reasons for the pattern of devel- 
opment of the committee. The item that I referred to is a task group 
ostensibly having representation from all segments of industry, that 
were concerned with scrap, with people from both sides of the fence. 

Mr. Yates. Do you think that if you had had such a committee, that 
it would have been listened to? 
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Mr. Asrar. I think that if a separate scrap advisory committee 
had been or will be constituted, that the views and the fears of the 
scrap industry will have a better heari ing than they have had thus far. 

Mr. Yates. You make a recommendation, as I remember your testi- 
mony, that supervision over this aspect of the industry should be 
within the Bureau of Mines? 

Mr. Asraet. Yes, sir; relative to this scrap survey which is the 
initial one. 

Mr. Yares. Only with respect to the gathering of statistics ? 

Mr. Asraet. With the gathering of statistics, yes, sir. 

Mr. Yates. And in no other respects ? 

Mr. Asrart. No. We acknowledge, and without any contest, that 
the Department of Commerce certainly has jurisdiction over the ex- 
port ramifications of our business. The only point that seems in- 
consistent to us is that the Bureau of Mines, which has historically 
been concerned with the accumulation of data concerning this and 
other industries in the metal field, has lost what seems to be their 
rightful and proper—based on experience—job. 

“Mr. Yates. Your paragraph 2 talks about new merchandising 
techniques that have been developed in the form of exclusive contracts, 
tie-in arrangements, financial controls, and other devices. 

Do you know this of your own personal knowledge ? 

Mr. Asraet. Having been a witness at the FTC hearing, yes, sir. 

Mr. Yares. I don’t think that is quite responsive to my question. 

Mr. Asraev. Would you please rephrase it / 

Mr. Yates. Is this something you heard or something in which you 
yourself aeually participated ? 

Mr. Asraz.. I do participate to this extent. That in this area of 
the eastern seaboard, our traditional and logical home for serap is the 
Bethlehem Steel plant at Sparrows Point, Md. For the first few 
years after I started in business, which was in 1947, we sold our scrap 
for this consumer through something between 3 and 6 scrap 
brokers, a situation which we consider healthy, on an open, compet!- 
tive basis. Today, this is not the case. Bethlehem’s principal scrap 
volume is purcha ised for them by Luria Bros. and the bulk of our 
sales to Sparrows Point is through that channel. 

Mr. Yates. You no longer have six brokers with whom to deal? 

Mr. Asraru. No, sir. Not for this home. 

Mr. Yates. You must deal exclusively with Luria Bros. ? 

Mr. Asrart. No, sir. There is one additional broker that buys 
scrap for Bethlehem at Sparrows Point. The name is H. Klaff & Co., 
Baltimore, Md. 

Mr. Yares. They buy for Bethlehem, also? 

Mr. Asraz. Yes, sir. 

Mr. Yates. Have you found any difference in price, as a result of 
the change in operation ? 

Mr. AsraEv. It is a very difficult thing to tie down. I do remember 
that during certain periods, when we had more brokers vying for 
scrap, that there would be spirited competition in certain market 
conditions. 

Mr. Yares. Let me interrupt for a moment. What happened to 
those brokers? Did they go out of business? Were they purchased by 
Luria? 
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Mr. Asraru. No, sir. 

Mr. Yarrs. What happened ? 

Mr. Asraret. They apparently lost their sales rights into Bethlehem 
Steel. 

Mr. Yates. And what happened to them? Are they still in exist- 
ence ¢ 

Mr. Asrarbt, One has considerably diminished its scrap-purchasing 
activity; one has directed its e forts to another area; a third has com- 
plete ly a out of my area, although they might have some activi- 
ties in other ne 

Mr. Yates. Can arate sell to anybody else than Bethlehem Steel and 
stay in ‘ae ing 

Mr. Asrarx. Not and compete with my competitors. There are 
certain market conditions in which we can sell to other domestic mills 
in competition and stay in balance with my competitors on the local 
scene. We do in addition, when the orders are available, sell to a 
scrap exporting broker, such as those who appeared here before. 

Mr. Yares. Do you find yourselves at any kind of a disadvantage as 
a result of dealing with Klaff and Luria, rather than in the open 
market, or is it just a nostalgic recollection that you are presenting ¢ 

Mr. Asraget. No. I don’t think it is a matter of nostalgia. There 
is something healthy about being able to have a moving part in the 
contract you ure developing as against being offered a more or less set 
situation, on a take-it or leave-it basis. In the former situation, where 
there were 4, 5, or 6 brokers soliciting our business, there was more 
room—more room for development of terms than there is current 
today. 

Mr. Yates. Your situation is one where you are told that you are 
given a certain price, either take it or leave it? 

Mr. Asrart. In most instances; yes. In some instances, there is, 
depending on the market situation, an opportunity for negotiation ; to 
the best of my recollection, the negotiation on the recent scene has only 
been with Luria Bros. I don’t believe that H. Klaff & Co. has ever been 
amenable to negotiation. 

Mr. Yares. Can you not sell in any other area than the one in which 
you are located ¢ 

Mr. Asragt. We can, sir, but not from an economic standpoint. 

Mr. Yates. You say you are in the Baltimore area and the eastern 
seaboard area. I don’t see how the eastern seaboard operates in terms 
of scrap dealings. Apparently, Bethlehem Steel is your principal 
customer, is it not? 

Mr. Asragen. Yes, sir. That is right. 

Mr. Yates. If you did not have Bethlehem, where would you sell? 

Mr. AsragL. We would sell to Pittsburgh: to Weirton; Claymont; 
Coatesville. 

Mr. Yares. Do you sell them now ? 

Mr. AsragL. During occasional periods of inactivity at Sparrows 
Point or of special interest, by some of these more distant mills, there 
is sufficient interest in the scrap in this area that would override the 
disadvantage of the added freight to get the scrap there. 

Mr. Yates. Suppose Luria were to suggest too low a price to you. 
Obviously, you would not take it. Then you would look for other 
business. Has this ever happened? Could you stay in business and 
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do business with the companies that you mentioned, other than doing 
business with Bethlehem. 

Mr. Asraegt. In this area, other than doing business with Bethlehem, 
on a 12-month-a-year basis, it would be next to impossible. 

Mr. Yates. Then, you have to do business with Luria? 

Mr. Asrarev. On a 12 months’ basis. Yes, sir. Wo do ship to export 
buyers, when they have orders that are attractive. 

Mr. Yates. Now, when you talk about “beginning to see a concen- 
tration of ec onomic power developing in the mere handising pattern 
in the scrap industry,” what is it you meant? The fact that you have 
a concentration in agencies, through whom the large steel companies 
do business ? 

Mr. Asraeu. Yes, sir. 

Mr. Yares. On page 4, paragraph 1, you use the word, “separa- 
tism.” The era of separatism for scrap iron and steel should be 
ended promptly. What does that mean ¢ 

Mr. Asrarev. That refers to an item we have just discussed regard- 
ing our opinion that inasmuch as the Bureau of Mines has histori- 

cally been the agency for gathering of the statistics concerning the 
raw materials, including scrap, that this new situation in which a sur- 
vey, very seriously affecting the future of the marketing patterns 
of that scrap should be handled by the Bureau of Mines, back where 
we feel it belongs, rather than this separate situation, wherein this 
one commodity has been taken out of the realm of the Bureau of 
Mines and put under consideration in the Department of Commerce. 

Mr. Yates. Thank you. I have one final series of questions. 

Several years ago there was an aluminum shortage. Witnesses 
who appeared before our subcommittee testified that, in their judg- 
ment, it was attributable to the inordinate amount of aluminum which 
had been—aluminum scrap which had been shipped out of our coun- 
try to Western Germany. As a result of that shipment, the Bureau 
of Foreign Commerce placed licensing provisions on it and imposed 
a series of restrictions; not as severely, I think, as the industry would 
have liked, but nevertheless, they did seek to check the flow-out of 
aluminum scrap. 

I gather from your paragraph No. 3, that you don’t think this 
is necessary in the steel scrap business; that there should be any 
restrictions on export ? 

Mr. Asrarv. I feel that there has been less than a sufficient case 
made to justify a limitation on scrap exports. 

Mr. Yates. There is adequate steel scrap in this country to take 
care of the domestic business and the demands of the free areas that 
the Department of Commerce included in its bulletin ? 

Mr. Asraet. Prior to the submission of any conclusive proof to the 
contrary. 

Mr. Yates. There has been no conclusive proof to the contrary, in 
your judgment ? : 

Mr. Asraext. The answer to your question as stated, sir, is I be- 
lieve there is no shortage established, and as good counsel has called 
to mind, in the total of scrap iron av ailable, there is none alleged. 
It is only referring to certain grades of scrap. 

Mr. Yates. Now, you are a representative of the National Feder- 
ation of Independent Scrapyard Dealers. Is this a new organization ? 
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Mr. AsraEu. Relatively; yes. 

Mr. Yates. When was it organized ? 

Mr. Asrart. In March of 1954. March and April. 

Mr. Yates. Was there a reason for its organization? Or what were 
those reasons? 

Mr. Asraru. The organization was founded because of what was 
felt to be a void in the national representation dedicated to the busi- 
ness success of the yard operating dealer, as separate from the scrap 
brokers. 

Mr. Yares. Did not the Anette of Scrap Iron and Steel furnish 
a sufficient representation for you ? 

Mr. Asrarw. It was felt that the -y did not furnish a sufficient, sepa- 
rate representation. You flinch, sir. 

Mr. Yarers. I flinch when you say separate. A separate what ? 

Mr. Asrari. It was felt they did not furnish a type of representa- 
tion which was devoted, if you will, dedicated exclusively to the 
interest of the scrapyard dealer. There are situations and there are 
issues in which the interests of the scrapyard dealer and the scrap 
broker are not necessarily identical and, for that reason, it was felt 
that there should be a separate organization of the people who supply, 
not to leave their fate in the hands of an organization which repre- 
sents both suppliers and sellers. 

Mr. Yarers. This is a further answer of your doctrine of separatism. 
That is all. Thank you. 

Mr. Evins. Mr. Brown? 

Mr. Brown. You, as president of this federation, are in fairly close 
contact, are you not, Mr. Asrael, with some 200 scrap dealers? 

Mr. Asrarn. Yes, sir. 

Mr. Brown. Would you call them, generally, small-business men ¢ 

Mr. Asrart. Yes, sir. I would, definitely. 

Mr. Brown. Now, what is the picture in this industry? Are these 
small-business men in the scrap business making less money today 
than they were 4 or 5 years ago? 

Mr. Asrart. Today—4 or 5 years ago would make it 1953. Again, 
it is a relative thing, sir. In 1953, we had an embargo on scrap ship- 
ments which, in effect, gave us a rigged market. The machinery for 
the collection of scrap was not as de: ‘veloped as it is today. The steel 
industry has expanded its operation. By the same token, the scrap 
industry through plant facilities, processing equipment, and the like, 
has expanded its potential. I cannot at this moment give you the 
production figures, as far as scrap. 

Mr. Brown. Well- 

Mr. Asrarx. In those years, relatively. 

Mr. Brown. What is your general impression. Are the boys com- 
plaining about business / 

Mr. Asrarn. The boys this year are complaining about business; 


yes, Sir. 


Mr. Brown. What about your own case. Are you having more 
trouble making money now than you have been ? 

Mr. Asrarx. Well, my yard volume during March and April and 
May was somewhere in the neighborhood, on the monthly average, of 
50 percent of what it was last December. 

Mr. Brown. And your profits dropped proportionately ? 

Mr. Asrazt. Yes, sir. 
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Mr. Brown. Well, now, with that in mind—why did your volume 
drop ? 

Mr. Asraret. The volume in the scrap industry, in the segment of 
the scrap industry in which I am engaged, is very directly tied to the 
price structure on scrap. My sources of supply are, as I mentioned, 
from a typical cross section: auto wreckers, construction jobs, and 
country canvassers that go out into the back areas and bring the scrap 
out. Ifthe price of scrap is such ro at Te: in pay $35 a ton, just picking 
a figure, I will get X ton of scrap, because $35 a ton gives them enough 
margin to handle their normal process of business—the auto wrecker 
to bring his automobiles into his yard, salvage parts, put on extra 
crews to scrap the parts unsalable in their present form. It gives 
enough margin for the canvassers who go out and visit garages, farms, 
equipment dealers, and small scrap dealers in farther distant areas, 
he must have margin to go out and pay a poms to cover his cost of 
operation and leave a profit with him. So, at $35, I will get X volume 
of se rap. 

At $30, we see the volume start to drop; and as in this recent period 
where $35 would have been a norm, we were down to perhaps $20 or 
21. Wesawa 50-percent drop in the volume. 

Mr. Brown. So, in other words, in this industry, procurement is a 
major item. In other words, you don’t have too much trouble dis- 
posing of it? 

Mr. Asrareu. There are times when we do, sir. In recent months, 
we have had trouble disposing of the product. 

Mr. Brown. On the one hand, the price has to be adequate in order 
for you to be able to procure; on the other, it must not be too high for 
the steel mills to use; is that correct 

Mr. AsraEx. I don’t think there has ever been a period where the 
price of scrap has been too high for the steel mills to use. The price 
of scrap only gets high if the steel mills are in very active competition 
for the scrap. 

Mr. Brown. Well now, in other words, as a layman, I notice that 
when the country is rocking along in a peacetime or semipeacetime 
condition, we hear very little about scrap; but the minute we get into 
trouble, in some kind of an emergency, up go the banners. We are 
wasting all this money. We are throwing away all this scrap, and 
soon. Let’s save it and be conservationists. 

If it is good in an emergency, why is it not good all the time ¢ 

Mr. Asraeu. I thank you for your remark, sir. It brings us to a 
very sore point. 

Mr. Brown. Now, another question here. On the last page of your 
very excellent statement, you say that the occasional use of thi vm 
picked task group that has been frequently bypassed by the De = 
ment of Commerce has proved unsatisfactory in securing the iets 
and opinions of the scrap industry. Now, this handpicked task group 
that you mention now, who is on that task gr oup / 

Mr. AsrazL. My reference to “handpicked” stems from the conclu- 
sion drawn from a study of the last task force that was used in which 
our segment—and when I say “our” segment, I have the pleasure of 
representing directly, approximatel; v 200 members—but in substance, 
I always feel that I am representing a mass of approximately 4,000 
dealers. A new representative force in any arena always has sup- 
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porters of a sort who are not members of its team, and from that 
standpoint, I feel and I do sincerely believe, justly so, that I represent 
a great number of small-yard dealers; I certainly plug for their best 
interests even if they have not come over and lined up behind us. 

Mr. Brown. Have any of your people served on this task force? 

Mr. Asragt. We have had one man on this task force, and by 
reason of that participation, I believe an insufficient representation. 

Mr. Brown. Well, now, is there such a task group in existence 
right now ¢ 

Mr. Asrarv. To the extent that I don’t believe it has been disbanded. 
It isinexistence. I do not know of a meeting this year. 

Mr. Brown. Well, now, who is chairman of that task group; do 
you know that ? 

Mr. AsragL. A Government official is chairman of the group. 

Mr. Brown. Well, now, are you implying—let’s get right on the 
table. Are you saying that the keymen in the group are the big 
boys—the big operators ¢ 

Mr. Asragn. Yes, sir. 

Mr. Brown. Mr. Chairman, 1 would like to make the observation 
at this point that this is a very similar situation, if it is true, to some- 
thing that I was quite disturbed to learn when I went over to the 
Pentagon recently, for a meeting of an alleged advisory group on small 
Lusiness to the Defense Department. There were some 16 advisers 
there, and 11 of them represented such small businesses as Lockheed 
Aircraft Co., United Aircraft, and Steel & Foundry. Eleven of the 
seventeen were just about the biggest businesses you can get; and 
[ just wondered if this is a pattern that goes all through the “Govern- 
ment these days where the advisers are all big operators. 

Mr. Hosmer. Will the gentleman vield ¢ 

Mr. Brown. Yes, sir. 

Mr. Hosmer. That also has been characteristic of the witnesses be- 
fore the Small Business Committee so far in these hearings. 

Mr. Yarres. You would not say that about this witness. 

Mr. Hosmer. No: we have three from small business. 

Mr. Asrarev. In addition to the representation on the task group, as 
far as it comprised scrap dealers, we felt there was insuflicient repre- 


sentation from small scrap dealers. By the same token, on this same 
task group, th ‘re are representatives of the steel industry. 
Mr. Hosmer. There are representatives of the steel industry on the 


scrap group ¢ 

Mir. ASRAEL. Thi it is mieht. 

Mr. Hosmer. Well, now 

Mr. Asragn. On the task ferce itself, which is not identified as a 
scrap group 

Mr. Hosmer. Well, on the task group, are those steel 

Mr. Yares. ‘Task force 

Mr. Hosarer. In the statement, he calls it a task group. Are those 
Ie presentatis ss of the steel mills? Are those steel] mills engaged in 
the scrap business 4 
Mr. Asrarc. To the extent that they buy scrap: ves, sir. 
Mir. Hosarer. But not in the scrap business as such 7 
Mr. Asrarn, Not to produce scrap, no. 
Mr. Hoswer. They ere just scrap customers ? 
Mr. Asrarn. Yes. si 
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Mr. Yates. They produce the steel that produces the scrap. 

Mr. Evins. Mr. Hosmer? 

Mr. Hosmer. No questions. 

Mr. Evins. Thank you, Mr. Asrael, for your testimony. The 
committee stands adjourned until 10 o’clock in the morning. 

(Thereupon, at 5:25 p. m., the hearing was adjourned until 10 
a.m., Friday, May 24, 1957.) 





SMALL-BUSINESS PROBLEMS RELATING TO IRON AND 
STEEL SCRAP 


FRIDAY, MAY 24, 1957 


House or REPRESENTATIVES, 
SeLect Committee To Conpuct A Stupy AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BuSINEsS, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:15 a. m., in room 
1301, House Office Building, Hon. Wright Patman (chairman), pre- 
siding. 

Present: Representatives Patman( chairman), Yates, Riehlman, 
Seely-Brown, and Hosmer. 

Also present: Everette MacIntyre, general counsel; Wm. Sum- 
mers Johnson, chief economist; Frances K. Topping, economist; 
Clarence Everett, staff member, and Marie M. Stewart, clerk. 

The CuHamman. The committee will come to order, please. 

Mr. MacIntyre, I notice one witness couldn’t be here. Do you have 
a statement from him ? 

Mr. MacInryre. Just before the session was called to order, this 
letter was handed to me and a statement on behalf of Mr. Darbaker. 

The Cuatrrman. He is unable to appear on account of a prior com- 
mitment, and he would like to have the enclosed statement put in the 
record. 

Mr. MacIntyre. There was another witness who wanted an afli- 
davit, a deposition actually, put into the record. It is sworn to as to 
the facts. 

Mr. Rrenitman. Might I suggest that we take these into considera- 
tion at the conclusion of the hearing today so we can look them over? 

The Cuarrman. All right. 

Now, Mr. Hugo Neu is the first witness, I believe, are you not? 
Will you come around here, sir ? 

Do you solemnly swear that the testimony which you are about to 
give before this committee will be the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. Nev. I do. 

The CuarrmMan. Please be seated and identify yourself. I believe 
your identification is in your statement. 

Mr. Nev. That is correct. 

The CuairMan. You may proceed as you desire. 


TESTIMONY OF HUGO NEU, PRESIDENT, HUGO NEU CORP., NEW 
YORK, N. Y. 


Mr. Nev. My name is Hugo Neu. I am president of Hugo Neu 
Corp., a New York corporation with its principal office at 45 Nassau 
Street, New York, N. Y. Hugo Neu Corp. is engaged in the business 
-of buying and selling scrap metals, metals, ores, and other materials 


in domestic and international trade. 
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I am happy to come here today, as requested by the committee, to 
express my views with respect to the question of possible export con- 
trols for ferrous scrap. It is my position that there is no justifica- 
tion for any controls other than those needed to prevent ferrous scrap 
from going to Iron Curtain countries. 

Scrap controls are one of the few controls left over from wartime. 
We have no restrictive export regulations in effect today with respect 
to lead, zinc, copper, and many other metallic raw materials. More- 
over, these materials, unlike ferrous scrap, either do not replenish 
themselves at all or are replenished from new products at a very slow 
rate. 

The question presented, therefore, is why iron and steel scrap should 
be singled out for export controls. Under our economy, the presump- 
tion should always be against controls instead of for them. For ex- 
ample, why should controls be needed for the export of iron and steel 
scrap when we have no controls whatsoever for the export of finished 
iron and steel products? 

In accordance with Public Law 631, the Department of Commerce 
has submitted a report to the Congress on this subject, the so-called 
Battelle report, which recently served as the basis for the institution 
of export restrictions on heavy melting steel scrap. The report was 
prepared in less than 3 months’ time, and as a result is incomplete 
and misleading in a number of respects. My office is preparing a 
detailed analysis of the Battelle report which, with the committee’s 
permission, I will be glad to submit for the record within a few days. 

In the brief time available to me, I would like to highlight for the 
committee some of the more important points regarding the Battelle 
report and the action taken by the Department of Commerce as a 
result of that report. 

1. None of the figures contained in the Battelle report justify any 
immediate imposition of controls with respect to heavy melting scrap. 
The report shows (p. 13) that this country has a “reservoir” of obso- 
lete and aging iron and steel scrap totaling 543 million tons, of which 
172 million tons are heavy melting scrap. The report estimates that 
by 1960 this supply of heavy melting scrap will have been reduced to 
169 million tons—a reduction of only 114 percent in the total reservoir 
of heavy melting scrap (p. 16). It is this threatened loss of 114 per- 
cent by 1960 which, as interpreted in the report, is supposed to create 
a present emergency with respect to heavy melting scrap. I submit 
that the figures in the report, instead of being cause for alarm, should 
be cause for confidence. They show that by 1960 we will still have 
ample supplies, that there is no emergency, and that there is therefore 
no need whatsoever for controls at the present time. 

2. The figures contained in the Battelle report are misleading be- 
cause they are based on a number of unrealistic assumptions. _ For ex- 
ample, the report assumes that steel output, and domestic requirements 
for scrap, will increase in accordance with a 1954 projection of gross 
national product (p. 73). On this assumption steel production 
would increase by nearly 40 percent in 10 years, which is far in excess 
of the increase estimated by other sources. Indeed, in the past 5 years, 
which were marked by intense industrial activity, the average increase 
has been only 2 percent a year. Evena slight change in this projection 
assumed by the Battelle report would eliminate the 114 percent decline 
in heavy melt anticipated by 1960. 
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The Battelle report ignores the commercial realities of the scrap 
trade. For example, the report assumes that all light fabricated steels 
will end up as bundled scrap (pp. 8, 88-89). In fact, light fabricated 
steels are used commercially for No. 2 heavy melt. As a result, the 
Battelle report has overestimated the supply of bundles and under- 
estimated the supply of heavy melting scrap. 

4. The report ignores the fact that the reservoir of scrap is as de- 
pendent on finished steel exports as it is on scrap exports (pp. 1-2). 
The report nowhere even considers the possibility of restricting the 
export of finished steel in grades suitable for heavy melting scrap. 
Nor does the report consider the adv isability of restricting pig-iron 
exports, notwithstanding the fact that pig iron, like scrap, is a raw 
material used in m: king : steel. 

5. In addition to predicting a 114-percent reduction in the heavy 
melt inventory by 1960, the report also predicts an 8-percent reduc- 
tion by 1965. This attempt to look 10 years into the future fails to 
anticipate impending changes in steel technology. It isa fair assump- 
tion that by 1965 a large portion of our steel will be made by the 
oxygen vessel process or will use the so-called H-iron or Renn or 
National Lead processes to create a form of synthetic scrap from iron 
ore (p. 51). The American steel industry has never remained static, 
and any changes such as these would completely alter the 5- and 10- 
year predictions of the report, on which the current “emergency” is 
ee oe based. 

. The report proposes to restrict the export of heavy melting scrap 
af eee nt a shortage in 1965, but says nothing as to what should be 
done with the resulting accumulations. Is Congress to be asked to 
appropriate funds to purchase the scrap being artificially kept im this 
country? Such a proposal would involve returning to the outmoded 
idea of a scrap stockpile. As the steel mills themselves have correctly 
pointed out in the past, a large part of such scrap would oxydize and 
become unsuitable unless it were consumed by the mills in a reasonably 
short time. Absent a Government program for scrap collection, the 
only prac tical effect of the proposed export restrictions would be to 
artificially depress scrap prices and increase steel-mill profits. 

Further details on these technical points will be contained in the 
exhibit which my oflice is preparing. The proposition boils down to 
this: No man can predict the condition of the metal market 5 or 10 
years from now. ‘The only sure prediction one can make about the 
future is that no metal remains in scarce supply for very long. If a 
scarcity develops, substitutes are found, new methods are dev ised, and 
the scarcity disappears. I am convinced that in 1965 scrap iron and 
steel will be a glut on the market. In any event, I think it makes no 
sense whatever to restrict scrap exports today because of statistical 
estimates of a minor reduction in scrap supplies that might oceur by 
1965. The restrictions should be lifted at once. 

Thank you. 

The Cuairman. I think you have been very helpful to the commit- 
tee, Mr. Neu. You have certainly given us a thought- provoking anal- 
ysis of the Battelle report, which I know all of the members will 
appreciate. I don’t know if they will agree with you on every point, 
but you have certainly analyzed it well and methodically. You state 
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that there will be a glut of iron and steel scrap on the market in 1965. 
I believe you said iron and steel scrap, did you not? 

Mr. Nev. That is right. 

The Cxarrman. Don’t you think it would be in the interests of the 
country, in the public interest, for us to have more electric steel mills 
scattered over the country ? 

Mr. Nev. Yes; I believe that, but the point which I want to bring 
out is this, that there is a new technology i in the course of being devel- 
oped to make synthetic scrap. There are several processes which are 
in existence today. 

The Cuarrman. I can’t hear you. 

Mr. Nev. There are several processes which are in existence today 
already and several processes which are in the course of being devel- 
oped. With this synthetic process it will be possible to make synthetic 
scrap much cheaper than anything visualized today. 

The Cuamman. What do you mean by synthetic scrap ? 

Mr. Nev. Well, you take iron ore, reduce it into sponge iron or into 
iron globules, smail pieces of iron. You do this direct from the ore 
and you can use it instead of scrap. 

The CuHamman. You mean beneficiated ore? 

Mr. Nev. It is more than beneficiated ore. It is reduced to it. 

The Cuatrman. It is reduced from beneficiation. 

Mr. Nev. It is beneficiated or reduced into metallic iron and this ore 
will be used instead of steel scrap in the open hearth or in the electric 
furnace in the same manner as steel scrap is used. 

The Cuatrrman. Are you overlooking the limited supply of iron 
ore? 

Mr. Nev. There is an unlimited supply of iron ore. 

The CHatrman. Where are the sources located ? 

Mr. Nev. The low grades in the Mesabi Range are practically un- 
limited; in Canada, in Labrador they are unlimited. 

The Cuatrman. What about the United States? You just men- 
tioned the Mesabi Range. 

Mr. Nev. The Mesabi Range is in the United States and Labrador. 

The CuarrmMan. Don’t they have some ore in Georgia ? 

Mr. Nev. Well, the Georgian ore is not too high grade. 

The Cuarrman. I know, . but you can beneficiate it, can’t you ? 

Mr. Nev. You can beneficiate it, and it is being beneficiated in 
Georgia and Alabama. In Alabama are large mines. 

The Cuatrman. Around Birmingham. 

Mr. Nev. Around Birmingham. 

The Cuatrman. What about the east Texas brown ore; do you know 
about that ? 

Mr. Nev. I know about that. 

The Cuatrman. It is a low-grade ore, but it is being very success- 
fully made into steel right now. 

Mr. Nev. Anyhow all of these ores can be reduced, especially in 
Texas because for some of the synthetics, some of these processes to 
make synthetic iron, they propose to work with natural gas and that 
would be an industry which would be in Texas. 

The Cyaan. There is a plentiful supply there. The point I 
asked you about, looking at the future 15 or 20 or 30 years from now, 
why would it be better for us to encourage these electric mills? It is 
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my understanding that you can build for $414 million an electric mill 
that will use steel scrap to make steel, that will make from 60 to 
70 tons of steel a day. Now, the next unit would cost about $314 
million or, in other words, for $8 million you would have a mill that 
would turn out from 220 to 440 tons a day. What percentage of our 
scrap, I will ask you first, is due to automobile scrap, scrap obtained 
from automobiles ? 

Mr. Nev. Oh, about 20 percent. 

The CHarrman. Twenty percent. 

Mr. Nev. Yes. 

The Cuatrman. Now, that is scattered pretty well all over the 
Nation. 

Mr. Nev. At least 20 percent. 

The CuarrMan. That is really a low estimate; isn’t it? 

Mr. Nev. Yes; I think so. 

The Cuarrman. That is scattered all over the Nation. In other 
words, every community in the Nation has a supply of scrap steel 
from obsolete automobiles or, in other words, wornout cars. So why 
shouldn’t we encourage these steel mills in different parts of the coun- 
try for several res 1sons? One is Mr. “Blow” said—that is B-l-o-u- g-h, 
I call him “Blow” because he took off on my bill yesterday, like that— 
but he said that we would have to have 3714-percent increase expan- 
sion in steel production in the next few years. Well, as it is now, 
only the big steel companies can expand. There is no other wa for 
anybody to get—do you know any other way for a mill to be built, 
Mr. Neu? 

Mr. Nev. No, that is the only way, but I don’t think that you can 


do very much for—I mean, you can’t make finished steel with $714 


million—I don’t believe you can build a big mill. 

The Cuarrman. No; it wouldn’t be a big one. It would probably 
produce from 120 to 140 tons a day. 

Mr. Nev. That is not small. I think it would cost more money. 

The CuHarrman. Well, the estimate is $8 million. The first unit 
would cost $414 million and the other unit $314 million, but they can 
build anywhere i in the United States; can’t they, Mr. Neu? 

Mr. Nev. Correct. 

The Cuarrman. And they can use the scrap. It would save trans- 
portation cost and it would serve the local community, and there are 
many benefits, of course, to be derived from it. Do you think it would 
be well for Congress to give consideration to making possible loans 
to concerns that would build electric steel mills where they cannot 
under any circumstances get loans from banks, investment companies, 
and insurance companies 4 

Mr. Nev. I don’t know enough about it, but there are many other 
consequences. The idea is very good, but there are many things to be 
considered because I don’t think you can make good steel from auto- 
mobile scrap alone. In other words, you need some virgin metal. 

The CuarrMAn. You mean some pig iron ? 

Mr. Nev. Some pig iron. 

The Cuarrman. Well, you could get that, you know. Pig iron is 
usually in full supply; is it not? 

Mr. Nev. Well, it usually is, but you are depending on the big steel 
mills to give it to you. If they won’t give it to you, there is nothing 
you can do about it. 
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The Cuamman. Why can’t you put in one of these beneficiation 
plants yourself ? 

Mr. Nev. That is the next thing. 

The Cuamman. That wouldn't cost too much money, would it 4 

Mr. Nev. Well, it costs quite a bit. 

The Cuarrman. What would you say the costs would be for a small 
one ¢ 

Mr. Nev. Well, such a plant for making about—well, the units I am 

talking about are somewhat larger than you are talking about. A 
unit which would make 20,000 tons a month of synthetic scrap would 
cost about $15 million. 

The Cuarrman. All right. 

Mr. Riehlman, have = any questions / 

Mr. Rreni~man. Mr. Neu, your offices are in New York City / 

Mr. Nev. Correct. 

Mr. Rreutman. And you do business all over the United States / 

Mr. Nev. All over the world. 

Mr. Rreniman. East Coast and West Coast ” 

Mr. Nev. Yes, sir. 

The Cuatrman. All over the world, he said. 

Mr. Rresuman. Who is your chief competitor in this business / 

Mr. Nev. Well, it depends on what field. In steel scrap it is Luria 
Bros. 

Mr. RrexuMan. You were not here yesterday to hear the t 7 
of a gentleman who is in the scrap business on the West Coast; were 
you ¢ 

Mr. Rev. No; I wasn’t here, but I heard about it. 

Mr. Rreniman. You heard about it and you know something about 
it. Would you like to comment on lis statement as to what is hap- 
pening in his business / 

Mr. Nev. I don’t know what specific thought you have in mind. 

Mr. Rutan. Well, let me bring to your attention some of the 
information we have. This gentleman apparently had an opportunity 
to deal with the cartel in Japan. Because of his not being able to 
cuarantee to the cartel that he could deliver 4 cargoes within the next 
4 months, he was eliminated. Apparently your company felt that 
they could guarantee the delivery of something like 36 cargoes within 
the next 4 months- 

Mr. Yares. That was Luria. 

Mr. Nev. That is not my company. Luria. 

Mr. Rreniman. I am sorry. Apparently where I connected you 
with it, Mr. Neu, is that you were with the other large operator on the 
west coast. Do you have any idea whether or not there could have 
been information passed out from any department in Government 
that would reflect upon this company’s not being able to guarantee 
this and Luria Bros. could guarantee this delivery ¢ 

Mr. Nev. No, I don’t believe that. 

Mr. oe. You don’t believe it / 

Mr. Nev. No. 

Mr. Rieniman. For what reason / 

Mr. Nev. Because I know the Department of Commerce and I don't 
believe that they would pass out information to some people and not 
to other people. 
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Mr. Rrestman. You have been doing business with them for many 
vears ? 

Mr. Nev. Many years. 

Mr. Rieuuman. Has there ever been any time you can recall where 
you have felt advantages had been obtained because of leaks or in- 
formation that had been passed out from the Department of Com- 
merce in respect to exporting or licensing for export of scrap? 

Mr. Nev. Positively no. 

Mr. Rrewiman. Do you do business with a lot of the small scrap 
dealers throughout the Nation? 

Mr. Nev. Well, large to medium sized. We don’t go to the very 
small dealers. 

Mr. Rizatman. But you buy from the medium ? 

Mr. Nev. Yes. 

Mr. Rreutman. Yesterday we had a small junk dealer from Alex- 
andria, Va. Ife buys from other small scrap dealers, and then sells 
his serap to Bethlehem in Maryland. His operation, of course, would 
be somewhat different than yours. You would probably buy from 
gentlemen down here who are gathering from other small operators. 

Mr. Nev. Yes, I would. I might. I don’t happen to buy in this 
neighborhood. 

Mr. Rreatman. Have you ever done business with him at all, or his 
company / 

Mr. Nev. No. 

Mr. Rreutman. Do you do business with people of his size of op- 
eration 4 

Mr. Nev. No. 

Mr. Rrenuman. Can you explain to us a little bit about your own 
business ¢ 

Mr. Nev. Well, we ship full cargoes of scrap and we might buy from 
2 or 3 people to make up a cargo of 10,000 tons or 9,500 tons. 

Mr. Rreuncuman. Is that for export purposes? 

Mr. Nev. That is for export. 

Mr. Rirutman. What about your business in the continental United 
States? 

Mr. Nev. Well, we have a subsidiary company which deals in steel 
scrap locally. 

Mr. RieutmMan. What is the name of that company 4 

Mr. Nev. Eastern Scrap & Salvage Co., where we own 50 percent. 

Mr. Rrenitman. What percentage / 

Mr. Nev. Fifty percent. Well, I have very little to do with the 
management actually of this company. I don’t deal with the scrap 
dealers myself. Some of our employees do. 

Mr. Rreniman. Well, for my own education in this activity can 
you tell me more about how this operates ? 

Mr. Nev. The scrap trade covers a multitude of different facets—— 

Mr. Rreuiman. Sins. 

Mr. Nev. I had that on the tip of my tongue. There are many 
things, many ways of doing business. In addition to the scrap export 
business personally I buy, a great deal of surplus scrap from the 
Government or plants, you know, where large quantities of scrap 
are accumulated at one time. We have no dealings with the small 
scrap dealers who sell a carload of scrap. Other people from whom 
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we buy deal by carload lots of scrap, and we go out and buy from 
these dealers, 3,000 tons, 2,000 tons, 5,000 tons, or 10,000 tons. 

Mr. Rreniman. That puts you in a position to have or acquire great 
quantities of scrap ? 

Mr. Nev. Correct. 

Mr. Rreniman. A small operator trying to guarantee for export 
business any limited amount would be about eliminated from the 
market, would he? 

Mr. Nev. It would be very difficult. He will have to speculate and 
take chances, which we don’t have to do, because we know where we 
can go and get whatever quantity we want to sell. 

Mr. Rrentman. To make it clearer as to the operations of the scrap 
business, let’s take as an illustration the Alexandria junk dealer. He 
has his own operation and obtains business from other people through- 
out this area. 

Mr. Nev. Right. 

Mr. Rrenitman. Other than selling to Bethlehem Steel, if he wants 
to get into a larger operation he has to go to another broker who has 
larger quantities ? 

Mr. Nev. That is correct. 

Mr. Rrentman. The broker’s market is probably limited to some- 
one like your company or Luria Bros., am I correct in that? 

Mr. Nev. That is correct. 

Mr. Rrextman. Do the big companies control the great quantity 
of scrap ? 

Mr. Nev. Well, I don’t like the word “control.” 

Mr. Rrenitman. Perhaps you do not completely control it but you 
would—my good colleague says it should be done with your field of 
activity. 

Mr. Nev. I don’t believe it would be control. We have lots of 
friends who like to sell to us, who give us a preference in the busi- 
ness. 

Mr. Rreaiman. We have been looking at the export angle of this 
scrap iron very closely in the last few days. What I am trying to 
establish in my own mind is whether or not small dealers can get 
into that market and have available to them money to procure it and, 
if they are in the position to store scrap and are ready to get a license 
to export ? 

Mr. Nev. Well, a license to export they can get. 

Mr. Rreni~man. But can they get the quantity that they need? 

Mr. Nev. Well, I don’t know why anyone should need—he could 
get the quantity if he made it his business to do it. 

Mr. Rreutmany. If he had the capital ? 

Mr. Nev. If he had the capital and made it his business and had the 
connections to sell it, I mean, it needs a lifetime to build up something 
like that. 

Mr. Rreniman. Well, let’s take the fellow that is a broker. He 
has great quantities of scrap of which to dispose. He has to depend 
upon large people, steel mills. Does he sell direct to the steel mills 
or to people like yourself or your subsidiary campany and to other 
large operators who sell directly to the mills? Do they sell direct 
very often ? 

Mr. Nev. Well, very little direct. 

Mr. Rreuiman. Very little. 
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Mr. Nev. Yes. 

Mr. Rreeaw, What is the reason ? 

Mr. Nev. Well, you have to get orders either for export or you 
have to get orders from the mills. If I want to sell in the domestic 
market I can’t sell to a mill. I can’t get any direct orders from any 
steel mill. I have to sell through a broker who engages in the domes- 
tic steel business. 

Mr. Rrentman. Your company does not sell directly to a mill? 

Mr. Nerv. No, we don’t sell to any domestic mills; no. 

Mr. RreHi~Man. But you sell toa broker who sells to the mill ? 

Mr. Nev. That is correct. 

Mr. Yates. Will the gentleman yield? 

Does the broker have an exclusive with the mill? Is that why you 
can’t sell direct to the mills? 

Mr. Nev. In many cases that is so. 

Mr. Yates. The mills just won’t do business with you? 

Mr. Nev. T hat is correct. 

Mr. Rireuitman. Of course, I don’t want to take too much time with 
the gentleman, but I am wondering how many such brokers there are 
in the United States ? 

Mr. Nev. I don’t know. 

Mr. Rirentman. Is it a limited amount? 

Mr. Nev. Yes, it is a limited amount. 

Mr. Rren_man. Could you give us any reasons why the mills feel 
they must deal through these brokers? 

Mr. Nev. I could not. I don’t like the idea, in fact. 

Mr. Riruiman. Sir? 

Mr. Nev. I don’t like the idea that they do feel that way. 

Mr. Rieuiman. Well, does it have an effect upon the cost of scrap 
or the price of scrap ? 

Mr. Nev. It might in some cases; yes. If in some districts there is 
only one broker who buys for the steel mills, naturally in this case 
the broker controls the prices. 

Mr. Rrew~man. What is your opinion of the present small scrap 
dealer’s activity in this field? Is he doing a good business 4 

Mr. Nev. Oh, yes. I think everybody in the scrap business in the 
last few years did very well. 

Mr. Rrentman. How much volume of business does your company 
do in this country ? 

Mr. Nev. In the scrap business, we sell to Japan 450,000 tons of 
steel scrap a year and some a scrap. So, in rough figures, 
about 500,000 tons of steel scrap to Japan, which at a price of $50 a 
ton is $25 million. 

Mr. Rrex~Man. What percentage of scrap used in Japan is sold by 
your firm ? 

Mr. Nev. Well, the quantity of scrap used in Japan is something 
like 7 million tons, of which they import from the United States : about 
2 or 21% million tons, and the rest they accumulate from their own 
production, and this includes, also, the process scrap. 

Mr. Rresuman. What is your volume of business in the European 
countries ¢ 

Mr. Nev. I don’t sell any scrap to Europe. 

Mr. Rreuiman. Isee. That isall, at this time. 

The CHatrrman. Mr. Yates. 
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Mr. Yares. Mr. Neu, how long have you been in this business? 
Mr. NEv. 37 years. 

Mr. Yates. 37 years. All in this country? 

Mr. Nev. No; 1 immigrated here in 19293 28 years. 

Mr. YaTEs. [ am not quite sure you know what I mean when I say 
“this business.” What business are you in? 

Mr. Nev. Metal scrap iron, ore, and metal business. 

Mr. Yates. Exclusively scrap ? 

Mr. Nev. No; we handle metals and pig iron, and we handle steel. 
Mr. Yates. Do you own any mills? 

Mr. Nev. Well, I have some interest in some mills; yes. 

Mr. Yates. Isee. And you sell the products to those mills? 

Mr. Nev. No. 

Mr. Yates. Does your company sell the products of some mill ? 

Mr. Nev. No; we trade in it. We trade in pig iron. We trade in 


steel. 


Mr. Yates. You buy it and then you store it or take orders for it, 
and you are just sort of a broker for that ? 

Mr. Nev. That is correct. 

Mr. Yates. Isee. Where did you start out 37 years ago? 

Mr. Nev. In Germany. 

Mr. Yates. With a small yard ? 

Mr. Nev. Not with a small office. I mean I have been in my own 
business, my own company, since 1944. 

Mr. Yates. What I am trying to get at is the explanation of how 
one rises in this business. We are interested in the plight of the small 
scrap dealer and his ability to compete. Apparently you have been 
able to compete and stay in business. As a matter of fact, you are one 
of the largest exporters now. 

Mr. Nev. Well, hard work and lots of luck. 

Mr. Yares. Mr. Asrael, who was with us yesterday, was affiliated 


with the Alexandria Junk Co. He sort of nostalgically recounted 


the doom of the small yard and the companies were now relying more 


and more on the affiliations with 1 or 2 dealers. Whereas he could 


deal with 4 or 5 brokers in the past, he now has to deal with 1 or 2. 


Do you agree that this is the trend in this business ? 


Mr. Nev. There is no doubt about it. 
Mr. Yares. What does this do for the small yard or for the small 


dealer ? 


Mr. Nev. Well, he has to be friends with the people to whom he 
can sell or he can’t do any business. 

Mr. Yates. What do you mean by “be friends” ? 

Mr. Nev. Well, he— 

Mr. Yates. Is there something more than appears on the surface 


when you say “be friends” ? 


Mr. Nev. No; I don’t believe that. I don’t mean that at all, but it 
is a fact that you have to sell, in many cases, through one specific 


broker in that district. 


Mr. Yates. How many districts are there in this country? 
Mr. Nev. Well, it is a big country. Now, if you are in Alexandria 
you cannot ship your scrap to Chicago. You can only ship scrap to 


somebody i in this neighborhood. 





Mr. Yates. In the Baltimore area. 
Mr. Nev. In the Baltimore area. 
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Mr. Yates. Why can you not ship it to Chicago / 

Mr. Nev. Because the freight would make it impossible. 

Mr. Yares. Then the freight charges actually divide the country 
into districts ? 

Mr. Nev. That is correct. 

Mr. Yares. Would you state how many such districts there are / 

Mr. Nev. Well, it starts out in Boston. 

Mr. Yares. You have the Atlantic seaboard, which is divided, 
the first instance. 

Mr. Nev. Boston. 

Mr. Yates. You have the Pacific seaboard, which is divided, too?! 

Mr. Nev. Yes. You can only ship into steel mills in your neighbor- 
hood. I mean very seldom a situation arises when you can ship serap 
from your neighborhood far away. 

Mr. Yares. How many layers are there in this process before you 
get to the mill? I know that in Chicago I have seen the collectors 
and their wagons go out for scrap which they bring into a yard. I 
assume that that yard then sells to another person, who, in turn, sells 
to somebody else. How many layers are there before you get to the 
ultimate user ? 

Mr. Nev. Not so many. The yard, as far as domestic business is 
concerned, sells to a broker, and the broker delivers to the mill. 

Mr. Yares. The broker will direct the yard to ship direct to the 
mill ¢ 

Mr. Nev. Yes. 

Mr. Yares. And the yard is the one that has these collectors? 

Mr. Nev. No; the collectors will come to that yard. The yard 
doesn’t have anybody collecting. They might have some trucks 
themselves to collect it, but in many cases the yards have no trucks; 
the dealers will come or the collectors will come to the yards. 

Mr. Yares. Well, this is a person that has been in existence for 
number - years; isn’t it / 

Mr. Nev. Correct. 

Mr. Fee The only change in this pattern that has occurred 
recently, according to Mr. Asrael’s testimony, which you confirm, is 
the fact that, instead of h: wing an unlimited number of brokers in a 
particular district, you now have 1 or 2 representing the mill. 

Mr. Nev. That is right. There never was an unlimited number of 
brokers. 

Mr. Yates. At least there was an opportunity for an unlimited num- 
ber. Anybody could go into that business who wanted to and, pre- 
sumably, could do business with the mill. 

Mr. Nev. That is correct. 

Mr. Yarrs. But now the mill has limited the business which it will 
do to 1 or 2 brokers, and all business must be channeled through these 
1 or 2 brokers. 

Mr. Nev. a at is correct. 

Mr. Yates. When did this happen ? 

Mr. Nev. W ell, it is a progressive thing, within the last 10 years. 

Mr. Yarrs. What reasons would a mill have for this other than, 
well, the usual reasons for friendship, or something like that, I could 
understand, or relatives, perhaps, but is this of economic benefit to 
the mills? 
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Mr. Nev. I don’t think so, but it has been a progressive develop- 
ment. 

Mr. Yates. All right. Let me take you from a domestic mill over 
to the Japanese cartel. The Japanese cartel, according to Mr. Schnit- 
zer yesterday, used to do business with ev erybody i in the area. Now 
it requires that its business be channeled through the Luria firm and 
through your firm; is that correct ? 

Mr. Nev. I don’t think that is quite a correct statement. 

Mr. Yates. What is the correct statement, then ? 

Mr. Nev. Because Mr. Schnitzer sold only a few cargoes of scrap to 
Japan, but last year the mills decided that they would only buy from 
six people. 

Mr. Yares. The Japanese mills 

Mr. Nev. Decided that. 

Mr. Yates. This is the so-called cartel you are referring to? 

Mr. Nev. Yes. 

Mr. Yates. They would buy only from six people? 

Mr. Nev. That is correct. 

Mr. Yares. And Mr. Schnitzer was not included ? 

Mr. Nev. That is correct. 

Mr. Yares. So, instead of having 1 or 2 brokers as we have in the 
— situation, we have a limit of 5 or 6 people in Japan. 

Mr. Nev. To six brokers in Japan. 

Mr. Yares. Was there any reason for this? 

Mr. Nev. No. I can’t think of any. 

Mr. Yates. You know of no reasons why Mr. Schnitzer would be 
— from dealing with the cartel ? 

Mr. Nev. Well, he was really never in the export business, to my 
knowledge, with the exception of a few cargoes which he sold last yea 
to Japan. 

Mr. Yates. The testimony which he gave to our committee was 
to the effect that he was omitted from the market because of his com- 
petitiveness in underselling those who were dealing with Japan. Is 
there any basis for that ? 

Mr. Nev. None whatsoever. Not to my knowledge. 

Mr. Yates. Well, isn’t it to the interests of the Japanese cartel to 
have as many suppliers as they can get rather than limiting their 
purchases to the five companies, as you say ? 

Mr. Nev. I don’t know what prompted them to limit themselves, 
and I would never attempt to analyze the Japanese mind. 

Mr. Yates. I suppose you tried it in the past? 

Mr. Nev. I have, unsuccessfully. 

Mr. Yares. Is the Japanese market unique in this respect, in the 
limitation of brokers? Is West Germany limited? 

Mr. Nev. Europe limits it to such an extent so that I can’t do any 
business over there. 

Mr. Yates. Why can’t you do business? 

Mr. Nev. I have been unsuccessful in getting any orders from the 
OCCF. 

Mr. Yates. With whom does OCCF do business? 

Mr. Nev. With Luria Bros. 

Mr. Yates. Exclusively ? 

Mr. Nev. Practically. I mean they deal with a few orders out- 
side the Luria Bros., as I have said before, to give the appearance as 
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if they were dealing with other people, but not in any major man- 
ner. 

Mr. Yates. Have you tried to get business from OCCF ? 

Mr. Nev. Yes. 

Mr. Yates. To whom have you spoken ? 

Mr. Nev. To the people from Brussels. 

Mr. Yates. When you say the people, whom do you mean? 

Mr. Nev. The office, the purchasing people in Brussels. 

Mr. Yates. Have you talked to the officers of OCCF ? 

Mr. Nev. Yes. 

Mr. Yates. To whom have you spoken ? 

Mr. Nev. Mr. van den Berg, with Mr. Voigt and a number of other 
people. 

Mr. Yates. And what did they tell you? 

Mr. Nev. That they had contracts. 

Mr. Yates. They had contracts? 

Mr. Nev. Contracts. 

Mr. Yates. They have an exclusive contract with Luria. What 
do you mean by contracts ? 

Mr. Nev. We all knew what contracts they had. There is no 
secret about a contract, from whom they buy and the tonnages they 
buy. 

Mr. Yates. Is this an exclusive contract ? 

Mr. Nev. To all intents and purposes it is. 

Mr. Yares. Is this in perpetuity? 

Mr. Nev. Nobody has succeeded in getting it changed. 

Mr. Yates. Over what period of time? 

Mr. Nev. Since 1954, the end of 1954. 

Mr. Seety-Brown. Will the gentleman yield? 

Sir, would it be fair to ask, do you by any chance have any ex- 
clusive contracts with any of the people with whom you deal? 

Mr. Nev. No. 

Mr. Yates. You don’t mean it wouldn’t be fair to ask you that. 
You mean you don’t have. 

Mr. Nev. No, I don’t have. 

Mr. Yates. Except insofar as the Japanese deal with five people. 

Mr. Nev. There is nothing exclusive about that. 

Mr. Yates. It is a sort of multiple exclusion, isn’t it? 

Mr. Nev. No, I wouldn’t say that. Where does multiple begin? 

Mr. Yartes. Let’s go back to Europe. I asked you a question about 
whether the contracts run in perpetuity be didn’t get your answer. 

Mr. Nev. Nobody has succeeded yet in changing them. 

Mr. Yates. Over what period of time? 

Mr. Nev. Over the last 3 to 4 years. 

Mr. Yates. Have you complained to the State Department about 
this ? 

Mr. Nev. No; I have not. 

Mr. Yates. Do you believe that you can make better deals with the 
OCCF than Luria can? Can you underprice Luria in OCCF ? 

Mr. Nev. Well, that is quite possible. I believe I could do a better 
job in chartering ships than what they do. I sometimes could be 
cheaper, sometimes not. It is very difficult to say and make a general 
statement. 
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Mr. Yares. Are you in the position to ship as much scrap to OCCF 
as Luria would be? 

Mr. Nev. Well, I have never found if I had an order that I couldn’t 
cover it. 

Mr. Yates. But OCCF won’t listen to your negotiation at all ¢ 

Mr. Nev. At one time they offered to buy from me one cargo at 
terms which I didn’t consider wise to accept. 

Mr. Yates. I see. What are the other big markets of the world 
than Japan and OCCF in Europe? 

Mr. Nev. England. 

Mr. Yates. And what is your relationship with England’s market / 

Mr. Nev. I am not doing any business there at the moment. 

Mr. Yates. Have you tried to do business ! 

Mr. Nev. Not very hard. I do other business with British Iron & 
Steel Corp., and they told me that they preferred to do that business 
with me rather than scrap business. 

Mr. Yates. Well, the steel export business—and apparently we are 
moving toward it in the steel, domestic business, seems to be a highly 
regulated organization ? 

Mr. Nev. There is nothing regulated about it. 

Mr. Yares. Highly ordered. 

Mr. Nev. All right, highly ordered. I don’t know, if you do busi- 
ness with a customer and he tells you, “Look here, I do enough business 
with you, and we don’t want to buy any more in this, we don’t want to 
buy any scrap from you,” we can’t press it. 

Mr. Yares. Why wouldn’t he want to buy scrap from you if your 
prices are as good or better than another person’s ¢ 

Mr. Nev. If British Iron & Steel says, “We don’t buy too much. 
We have 4 or 5 shippers, and we have to give our shippers some con- 
tracts, and if we should increase our buying we will give you a chance, 
but at the moment we are not buying too much,” there is nothing much 
you can do about that. It is a fair ‘and reasonable attitude. 

Mr. Yates. Where else do you ship in the world? Are there other 
purchasers of steel scrap ? 

Mr. Nev. Well, there are some odds and ends purchasers. 

Mr. Yates. These are the three primary markets ‘ 

Mr. Nev. These are the three primary markets. 

Mr. Yates. What portion of the total market do they represent / 

Mr. Nev. Well, the total exports were in the range of 514 million 
tons, and these represent about 4 or 414 million tons, these 3 markets. 

Mr. Yares. I read your statement. I didn’t hear you testify. You 
stated that in your opinion there was no need for the order limiting 
or prospectively limiting the export of steel of heavy melting scrap 
which was issued on May 6 by the Department of Commerce, is that 
correct ? 

Mr. Nev. That is correct. 

Mr. Yates. You saw no possible need to limit the exportation of 
scrap in the foreseeable future, I assume, in the absence of some kind 
of military conflict? 

Mr. Nev. That is correct. 

Mr. Yares. In the aluminum business with which I have a little 
more familiarity than I do in the steel business, a few years ago there 
was a tremendous shipment of aluminum to Western Germany ? 
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Mr. Nev. Yes. 

Mr. Yates. Are you in the aluminum export business, too? 

Mr. Nev. Yes. 

Mr. Yates. Do you remember what happened that year ? 

Mr. Nev. Beg pardon? 

Mr. Yarxs. Do you remember there was an inordinate amount of 
aluminum exported ? 

Mr. Nev. We exported scrap aluminum; yes. 

Mr. Yares. We found ourselves with an extreme shortage in this 
country. 

Mr. Nev. I frankly never understood that regulation, either. 

Mr. Yares. Never understood what regulation ? 

Mr. Nev. That the export of aluminum should be restricted because 
as long as virgin aluminum can be exported and was exported in un- 
limited amount there was no sense, acc ording to my opinion, to restrict 
the export of scrap. Today scrap is a drug on the market, aluminum 
scrap, virgin aluminum. That certainly wouldn’t have been the case 
if there had been more exports. Any time you try to regulate some- 
thing artificially and don’t let markets take care of themselves you 
create a situation. 

Mr. Yates. How do you account for the shortage of aluminum in 
this country ? 

Mr. Nev. There is no shortage. 

Mr. Yarrs. There was in 1955. 

Mr. Nev. Because people wanted to have stocks of aluminum. 
There never was any real shortage. 

Mr. Yates. I know that the extruders and the fabricators had a 
devil of a time getting aluminum. The company said that they could 
not supply it and had to defer shipments to the stockpile. 

Mr. Nev. To a certain extent the stockpile was responsible for that. 

Mr. Yares. That is one of the things. Also, the exports were re- 
sponsible, too, weren't they / 

Mr. Nev. No; I think the stockpile was because the quantities to be 
exported were nothing in relation to the quantity which was being 
stockpiled. 

Mr. Yarrs. Well, wasn’t the amount exported during 1955 about 
eight times what it had been in the previous year! 

Mr. Nev. Well, so that they couldn’t—— 

Mr. Yares. It was an unusual amount that was exported ¢ 

Mr. Nev. It was an unusual amount which was exported. 

The Cratrman. Mr. Yates. 

Mr. Yates. Iam all through, Mr. Chairman. 

The CuatrrmMan. And the other members. If we are to get through 
with these witnesses this morning, we will have to cut our ‘questioning 
a little shorter, but if you don’t want to, it is all right with me. 

Mr. Yates. It isn’t often we get witnesses of that caliber. 

The Crarmman. Every question you asked was a material one, a 
good one. 

Mr. Yates. Thank you, Mr. Chairman. 

The Cuamman. The witness is a good one. He is very frank and 
forthright, and he has given us information we need. I appreciate 
his testimony. 

Now, the House meets at 12 and we have this defense bill that is 
the largest appropriation bill to come before Congress this session. 
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Mr. Riehlman suggests that he would certainly like to hear the leaders 
like Mr. Mahon and the leader on the Republican side and others 
discuss the bill, and I would, too. I assume that they will be through 
by, say, 2: 30 certainly, that would be 21% hours, or, say, 3 o’clock. ‘if 
we don't get through here by noon, I would like to urge the com- 
mittee to meet again at 3, but let’s try to get through if we can. 

Who is next ? 

Mr. Sreevy-Brown. I will pass. 

The CHarrman. Mr. Hosmer. 

Mr. Hosmer. We heard one of the witnesses the other day, Mr. Neu, 
state that you and Luria are trying to gobble up everyone else in the 
iron and steel scrap business. Have you anything to say about that? 

Mr. Nev. Well, insofar as I am concerned, this is not the case. 

Mr. Hosmer. W ould anybody be trying to gobble you up? 

Mr. Nev. Well, Luria is doing their best to try and take 
business away as they can from me. 

Mr. Hosmer. And you are trying to take as much of their business 
as you can ¢ 

Mr. Nev. Well, I give a good account of myself. 

Mr. Hosmer. In other words, you are trying to get as much of the 
market as you can, aren’t you? 

Mr. Nev. Correct, by all fair means. 

Mr. Hosmer. You started business in this country in 1944. 

Mr. Nev. My own business in 1944, but I had been connected with 
another company as president for many years. 

Mr. Hosmer. Are you still connected with it? 

Mr. Nev. No. 

Mr. Hosmer. Now, Hugo Neu Corp. was started in 1944? 

Mr. Nev. Hugo Neu Corp. was started in 1946, but my own busi- 
ness I started in 1944. 

Mr. Hosmer. You started up in New York? 

Mr. Nev. In New York. 

Mr. Hosmer. Now, what subsidiary or affiliated companies are there 
to Hugo Neu, Inc. ? 

Mr. Nev. Well, we have the Union Minerals & Alloys Corp. 

Mr. Hosmer. Where are they located ? 

Mr. Nev. In New York. We have the Orientals Metal Corp. in 
New York, the General Ore Corp. in New York, and we have a Ger- 
man company, we have a Swiss company. We have some different 
interests in several companies. 

Mr. Hosmer. In several other additional companies ? 

Mr. Nev. Yes. We have 50-percent interest in the Eastern Scrap 
& Salvage, which I mentioned before. Several other companies. 

Mr. Hosmer. The companies other than those you mentioned you 
have a fractional interest in, were all of those companies started by 
you or formed by you, or were some of them purchased by you? 

Mr. Nev. They were all formed by me. Well, pardon me. Eastern 
Scrap & Salvage, I took over the 50-percent interest when I left my 
old company. 

Mr. Hosmer. Have you bought up any businesses that you have in- 
" rated into either Hugo Neu or any of these other affiliates ? 

{r. Nev. No. 

Mr. Hosmer. All together this combined operation does gross busi- 

ness in excess of $100 million a year; does it not? 
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Mr. Nev. Not quite. 

Mr. Hosmer. A portion of this business you mentioned is of a 
brokerage nature. How much of your combined operations is broker- 
age business and how much dealer business and how much any other 
kind ? 

Mr. Nev. Well, the word brokerage business and dealer business is 
a very hard thing to differentiate, because I don’t know whether if I 
buy from somebody a cargo of scrap and sell it, I don’t know whether 
this is brokerage or whether it is dealer, because I take risks, and 
generally it is assumed all business which you do where you take a 
risk is a dealer business and where you don’t take any risk it is a 
brokerage business. There is very little business around where you 
don’t take a risk. On the other hand, a lot of business we do is on 
the basis of trying to eliminate as much risk as possible; in other 
words, not taking any market risks. 

Mr. Hosmer. Now, since 1946 how many competing businesses do 
you have going out of business by reason of the fact you got the busi- 
ness rather than they ¢ 

Mr. Nev. Nobody. 

Mr. Hosmer. In the instance where you have got the business in- 
stead of your competitors, what has happened, if anything? 

Mr. Nev. Nothing. I think you overestimate my business. I am 
not so big that I am such a factor to—I mean, can even be considered 
such a factor. 

Mr. Hosmer. Well, frankly, from what has been said previously 
about you from some of the witnesses I expected you to have horns 
when you come in. 

Now, will you tell me, please, if you have attempted to sell steel 
scrap products to the European steel community, either directly or 
through the OCCF ? 

Mr. Nev. I have tried on many occasions to sell scrap to the OCCF, 
which is the buying organization of the Community. 

Mr. Hosmer. Then you have not sold? 

Mr. Nev. I have not succeeded in selling. 

Mr. Hosmer. And Luria Bros. are selling most of it ? 

Mr. Nev. That is true. 

Mr. Hosmer. Do you feel that Luria Bros. is engaging in some kinds 
of practices that are either illegal or unfair in getting that busi- 
ness instead of your getting it ¢ 

Mr. Nev. I can’t make any comment on that. 

Mr. Hosmer. You don’t want to speak 

Mr. Nev. No, sir. 

Mr. Hosmer. Do you have an opinion ? 

Mr. Nev. This is a little complicated because I have been named 
as a respondent in a Federal Trade Commission proceeding. 

Mr. Hosmer. Oh, I see; I withdraw the question. 

The testimony we have heard so far has been to the effect that this 
iron and steel scrap business is very highly competitive; is that cor- 
rect ? 

Mr. Nev. That is correct, a slight understatement. 

Mr. Hosmer. It is more or less of a cutthroat business; is that right ? 

Mr. Nev. Beg pardon ? 

Mr. Hosmer. It is a cutthroat business ? 

Mr. Nev. That is right. 
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Mr. Hosmer. The practices in the trade as to competition are pretty 
rough then ¢ 

Mr. Nev. That is right. 

Mr. Hosmer. Now, you have got a piece of this business from the 
Japanese cartel ? 

Mr. Nev. Yes. 

Mr. Hosmer. One of the witnesses, Mr. Newirth, I think, testi- 
fied that you and all of the other people who got that business were 
unfair. Do you wish to make any comment with respect to that? 

Mr. Nev. I don’t think there is any basis to such a statement. What 
is unfair about it if I try and get some business ? 

Mr. Hosmer. You got some 400,000 tons. 

Mr. Nev. 450,000 tons. 

Mr. ae Will you tell this committee how you went about get- 
ting that business? 

Mr. Nev. We have been doing business in Japan for many years. 
We were one of the first ones to do business after the war, and we 
were very well known there and we try to get as much business as we 
can. 

Mr. Hosmer. Did you circulate any rumors with respect to possibly 
the deficiencies on the part of other people who were trying to get that 
business ? 

Mr. Nev. Never. 

Mr. Hosmer. Do you know if any rumors were circulated about 
anybody ? 

Mr. Nev. Pardon me? What do you mean by deficiencies? 

Mr. Hosmer. That they couldn’t supply it, or that they had poor 
grade of scrap, or that they couldn’t get export licenses and somebody 
else could, or things like that. 

Mr. Nev. There are always such rumors around no doubt. 

Mr. Hosmer. Has there ever been any such rumors of that nature 
that would be adverse to your firm ? 

Mr. Nev. There are many such rumors and at all times. We have 
to fight these rumors all the time. 

Mr. Hosmer. That isn’t only in Japan, is it? 

Mr. Nev. No; that isn’t only in Japan. 

Mr. Hosmer. It goes on in this country, too? 

Mr. Nev. That is right. 

Mr. Hosmer. And you have been hearing that sort of thing since 
you have been in business? 

Mr. Nev. There has been this export license business, which has 
often given cause for disturbing the situation in Japan. But rumors 
have been circulated or statements have been made that some people 
could get licenses and others couldn't get licenses and all of these 
things, naturally, could never arise if there was no export control. 

Mr. Hosmer. Are these rumors, then, normally to be expected as a 
hazard of the business when you are going into this sort of trade? 

Mr. Nev. No; I wouldn’t say that. I mean that because of the 
export control, such rumors go around so much more than they would 
otherwise because the people believe such rumors. The Japanese be- 
lieve such rumors or believe such statements which are made and if 
there was no export control this never would come up. 

Mr. Hosmer. Based on your long experience in this industry, when 
you went out after the Japanese and you found rumors about yourself 
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being circulated, were you surprised or not surprised at such rumors 
being circulated ? 

Mr. Nev. No; I am not surprised. 

Mr. Hosmer. You expected it ? 

Mr. Nev. Yes. 

Mr. Hosmer. You expected it on the basis of what you knew about 
the industry ? 

Mr. Nev. That is right. 

Mr. Hosmer. Now, what additional information to that that you 
have in your written statement concerning the Battelle report is going 
to be developed by this study that you are carrying on? 

Mr. Neu. It goes into greater detail and shows these figures that 
you cannot try,to analyze in the entire industry in 3 months because 
vou overlook some of the important points when you go on such narrow 
margins as the Battelle report is based on. 

Mr. Hosmer. Well, I mean in relation to what you told us about 
the Batelle report in your written statement, are you developing any 
other lines of analysis of the report or is the development just a 
refinement of what you have given us? 

Mr. Nev. Along the same lines, but I hope it is worth reading. 

Mr. Hosmer. You export to Japan. What other countries do you 
export to ¢ 

Mr. Nev. What metals? 

Mr. Hosmer. Iron and steel scrap. 

Mr. Nev. Steel scrap only to Japan at this moment. 

Mr. Hosmer. Do you export any other types of scrap to any other 
foreign countries ? 

Mr. Nev. Yes; we export nonferrous metal, scrap, to Germany, to 
Holland, to France. 

Mr. Hosmer. No other metallics though ? 

Mr. Nev. Nonferrous metals. 

Mr. Hosmer. Who does the exporting to Formosa of metallics? 

Mr. Neu. Steel scrap—Learner has some of the orders and Luria 
Bros. 

Mr. Hosmer. Do you know Mr. Jacob Feldman ? 

Mr. Nev. Yes. 

Mr. Hosmer. Are you familiar with Commercial Metals, of Dallas, 
Tex. ? 

Mr. Nev. Yes. 

Mr. Hosmer. Do you know whether or not they are dominant in the 
export trade to Mexico? 

Mr. Nev. Yes; they are doing quite a bit of export business with 
Mexico. 

Mr. Hosmer. Do you do any export business to Mexico ? 

Mr. Nev. Not at this time; no. 

Mr. Hosmer. Have you ever sought to do any export business with 
Mexico ? 

Mr. Nev. Steel scrap, no, but I recently engaged a man formerly 
with Commercial Metals and I might try to compete for some of their 
business. : 

Mr. Hosmer. Do you know during what period of time Commercial 
Metals was suspended from exporting to Mexico on account of a dis- 
qualification by the Commerce Department? 
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Mr. Nev. I am not familiar with the details of that case. 

Mr. Hosmer. Are you a member of the Institute of Iron and Steel 
Scrap? 

Mr. Nerv. Yes, not too long, but’one of my subsidiaries has been for 
a long time. 

Mr. Hosmer. Have you felt that the institute was dominated by 
anybody in particular ? 

Mr. Nev. Well, this is a well-known fact, that Luria Bros. have been 
at the head of it for many years. I believe 3 terms out of the 4. 

Mr. Hosmer. Do you think Luria dominates all of the policies and 
programs of the institute ? 

Mr. Nev. I am not too familiar with the details of that. 

Mr. Hosmer. Why did you join the institute ¢ 

Mr. Nev. Well, the institute did some great favors for me in helpin 
me obtain cars when there was an embargo. After the embargo lifted: 
and I was requested by Mr. Herman Moskowitz and by Bill Storey, 
who is one of the officials of the institute, to join and I thought that 
the right thing to do. 

Mr. Hosmer. Were any of these things of benefit to you in com- 
peting with Luria ? 

Mr. Nev. No, I don’t believe so. 

Mr. Hosmer. Do you know where the Commerce Department got 
the idea for the bill of lading method in issuing export licenses? 

Mr. Nev. I don’t know. They were seeking a method to give ex- 
port licenses and I thought it was quite a reasonably good method at 
that time because it always left everybody a possibility to get a license 
even if they were not before in business and it was considerably better 
than, for example, nonferrous metal licensing. Unless you were in the 
business before, you just couldn’t get any nonferrous metal licenses. 

Mr. Hosmer. Are you or any of your subsidiary organizations in 
direct competition for any business with Schnitzer Steel Products 
Co., of Portland ? 

Mr. Nev. No. We buy from Schnitzer steel scrap. 

Mr. Hosmer. Are you in any direct competition with Commercial 
Metals, of Dallas? 

Mr. Nev. Yes, we compete against them. 

Mr. Hosmer. Were you in any direct competition with Mr. Diefen- 
thal’s firm down in New Orleans? 

Mr. Nev. Not directly, but some of our shippers compete against 
Mr. Diefenthal. 

Mr. Hosmer. Some of your what? 

Mr. Nev. Some of the people from whom we buy. 

Mr. Hosmer. How about Associated Minerals and Metals Corp. ? 

Mr. Nev. Well, they are really not a big factor in the scrap busi- 
ness— the steel scrap business. 

Mr. Hosmer. Now, if the steel companies that purchase this scrap 
did not use brokers to handle their purchases, would it be necessary 
for them to enlarge their purchasing department ? 

Mr. Nev. Yes, but I think the general complaint is not that they 
shouldn’t use brokers, but the point is that they use only one broker. 
Actually if they would buy from every dealer, then they would have 
to have a much bigger purchasing organization. 

Mr. Hosmer. Do you know whether or not they direct those 
brokers as to whom to make their purchases from ¢ 
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Mr. Nev. I beg your pardon ? 

Mr. Hosmemr. Do you know whether or not they issue instructions 
to the brokers as to who the brokers in turn shall buy the scrap from? 

Mr. Nev. I have heard that in some cases the brokers said they 
couldn’t buy from certain people. 

Mr. Hosmer. Were any of those people ever you ? 

Mr. Nev. Yes, at one time I was informed that Bethlehem didn’t 
want to buy from me. 

Mr. Hosmer. Do you know whether that was actually the truth or 
just an excuse the broker gave you for not buying from you? 

Mr. Nev. Well, there could have been a good reason. 

Mr. Hosmer. Do you know what would be behind that kind of 
instruction ? 

Mr. Nev. I had, at one time, quite a fight with Mr. Green, who was 
a purchasing agent, and—well, differences of opinion. 

Mr. Hosmer. The purchasing agent for Bethlehem ? 

Mr. Nev. Yes. 

Mr. Hosmer. I think that is all. 

The Cuatrman. Mr. Yates? 

Mr. Yares. I have one more question, Mr. Chairman. 

Mr. Neu, in order to engage in the export business in the volume 
that you do, that Luria does, and that other big companies do, you 
have to have a large source of scrap available to you, don’t you? You 
have to be in a position to supply your purchasers in the Orient or in 
the OCCF? 

Mr. Nev. Correct. 

Mr. Yates. When you sell your scrap to Bethlehem through Luria 
Bros., or if you sell scrap at any of the mills in any of the districts 
through the particular broker who has the mill contract, do you 
know whether or not that scrap is going to the mill, and may not that 
scrap be used in shipment for export, too? 

Mr. Nev. Yes, in many cases, this is being done. In California, for 
example, if Luria Bros. buys from dealers, the dealers don’t know 
whether this is being exported or whether it is being shipped to 
the mills until they get the shipping instructions. 

Mr. Yates. So that this mill contract actually serves as a benefit 
to the broker, not only to do business with the mill, but actually for 
his export business as well ? 

Mr. Nev. No doubt. 

Mr. Yates. And the mill has no control over whether that scrap 
goes to the mill or to the export business ? 

Mr. Nev. Well, I would think from what I have seen that Luria 
Bros., first of all, looks after their domestic mills and the export is 
only secondary to them. 

Mr. Yates. But when you say Luria Bros., I am not limiting it to 
Luria Bros. here. Anybody that has a mill contract can do that, 
can’t they ? 

Mr. Nev. Yes. 

Mr. Yates. Is Luria Bros. the only one that has a mill contract? 

Mr. Nev. Well, among the exporters, the major mill contracts are 
the Luria Bros., yes. 

Mr. Yates. You mean throughout the country? 

Mr. Nev. Throughout the country, yes. 
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Mr. Yates. In every one of the districts ? 

Mr. Nev. Well, we are talking about the districts—— 

Mr. Yates. We are talking about the districts throughout the 
country. 

Mr. Nev. Which are located along where exporting is possible. 

Mr. Yates. Well, does Luria Bros. have brokers in each of these 
districts / 

Mr. Nev. Well, Luria is everywhere. 

Mr. Yares. I don’t know quite what you mean by that. You have 
previously, in response to the questions I asked, told me that the trend 
now from these mills is to limit its purchasing throughout 1 or 2 
brokers. 

Mr. Nev. Correct. 

Mr. Yates. Are you saying now that Luria has one of these brokers 
in every district when you say Luria is everywhere / 

Mr. Nev. Well, with the exception of Houston, I believe that is so. 
I mean I am not 100 percent sure, but reasonably sure. I mean you 
are asking me a general statement. 

Mr. Yates. Has the testimony brought out how many districts there 
are in this country where there are mills? 

Mr. Nev. No. 

Mr. Yates. We do have the so-called Bethlehem district around 
Baltimore, haven’t we ? 

Mr. Nev. That is correct. 

Mr. Yates. Could you give us an estimate as to how many such dis- 
tricts there are? 

Mr. Nev. Well, you have eastern Philadelphia, eastern Pennsyl- 
vania, which covers a great deal of territory. 

Mr. Yates. I am trying to find out the sum total of all of them in 
the country now. 

Mr. Nev. I wouldn’t know. 

Mr. Yares. Would the gentleman who is going to testify from the 
Iron and Steel Institute be able to tell us that ? 

Mr. Nev. I would think so. 

Mr. Yates. Then I will reserve that question for him. 

And it is your impression with respect to almost every one of these 
districts Luria Bros. has a contract with the mill in that area? 

Mr. Nev. That is correct. 

Mr. Yates. So that Luria is in a position not only to feed the mill 
but to feed its export trade? Is that what you are saying? 

Mr. Nev. Yes, absolutely. 

Mr. Yates. Well, I guess we will have to talk to Luria about this. 

How does one get such a contract with the company? Have you 
tried to get a contract with the Bethlehem people? 

Mr. Nev. No. 

Mr. Yates. Have you tried? 

Mr. Nev. No. I am not, as I explained before, in the domestic mill 
business, the domestic brokerage business. You need quite a big 
organization for that. 

Mr. Yates. Your organization is not large enough ? 

Mr. Nev. No. Iama very small organization. 

Mr. Yates. What other companies than Luria are in this business ? 

Mr. Nev. Oh, many companies. 
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Mr. Yares. There are many companies ? 

Mr. Nev. Yes. 

Mr. Yates. Who have contracts with the mills? 

Mr. Nev. Yes, in different districts. There is the Kaplan Co., 
in Chicago; Hyman Michaels, in Chicago; Columbia Steel, in Cleve- 
land; Keywell, in Detroit. 

Mr. Yates. You mean there is actual competition in this business ? 
I gathered the impression from what you said that Luria is all over. 

Mr. Nev. Yes, but Luria is very dominating, with many mills, in 
other words. 

Mr. Yates. Well, take Chicago, for instance. You mentioned the 
name of Hyman Michaels and Kaplan, I think. 

Mr. Nev. That is right. 

Mr. Yates. Are they in a position to compete with Luria there? 

Mr. Nev. Well, they do quite a big business. 

Mr. Yates. I know they doa big business, but does Luria do a bigger 
business than they do there? 

Mr. Nev. Not in Chicago. In Chicago, I believe Kaplan is the 
biggest broker. 

Mr. Yates. So that you couldn’t tell us how one gets a contract with 
these mills. Have you ever tried to get one? 

Mr. Nev. No; I have never tried to get one. 

Mr. Yates. You have never tried? 

Mr. Nev. No. 

Mr. Yarrs. So you wouldn’t know how one goes about getting such 
a contract ? 

Mr. Nev. Well, I think it is the same as every other business. You 
work at it until you get in. 

The Cuamman. I want to ask you a question or two and Mr. Mac- 
Intyre wants to ask a question or two. 

No. 1: Does Luria furnish steel scrap to Bethlehem exclusively ? 
Does any other concern furnish any steel scrap to Bethlehem except 
Luria ? 

Mr. Nev. I don’t believe anybody else does. 

The CuatrmMan. What about to United States Steel ? 

Mr. Nev. United States Steel has quite a number of suppliers. 

The CuatrrmMan. And do you believe that Luria has sufficient con- 
trol of the business in this country where the price can be influenced 
by Luria Bros. ? 

Mr. Nev. That is a big statement, but it has been so asserted in the 
Federal Trade Commission proceedings. 

The Cuarrman. Do you think that Luria is sufficiently dominant 
in the export business that Luria can affect the price of scrap in 


export ? 

Mr. Nev. Well, the export business today is mostly done based on 
the Iron Age quotations. 

The CuarrMan. The Iron Age quotations? 

Mr. Nev. Yes. 

The CHarmman. Go ahead, Mr. MacIntyre. 

Mr. MacIntyre. You were speaking just a moment ago, in answer- 
ing Mr. Yates’ questions, about the situation in Chicago. Isn’t it a 
fact that quite recently Luria bought out one large broker-dealer 
operating in Chicago ? 
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Mr. Nev. Correct. 

Mr. MacInryre. So it is in that market in a very substantial way 
as of now? 

Mr. Nev. Correct. 

Mr. MacInryre. And isn’t it a fact that only a few days ago it 
purchased the largest of the yards of Dulien Steel Co. in Seattle? 

Mr. Nev. I understand Bethlehem Steel bought the yard and leased 
it to Luria. 

Mr. MacIntyre. Turned it over to Luria to operate? 

Mr. Nev. That is right. 

Mr. MacInrvre. Small dealers now will be selling to Luria there? 
They can’t sell to Dulien any longer; is that cor rect? 

Mr. Nev. That is correct. 

Mr. Macinryre. That has happened in a good many sections of 
the country quite recently, hasn’t it? 

Mr. Nev. That is correct. 

Mr. MacIntyre. Now you have told us about your operations with 
respect to your exports to Japan. Do you have any understanding 
with the buying interests in Japan as to any particular sections of the 
country from which your shipments will be made? 

Mr. Nev. No; except they tell me that I cannot ship more than a 
certain percentage of the cargoes from the West Coast or from the 
Gulf or from the East Coast. 

Mr. MacIntyre. Then there is some limitation on the proportion 
of your total that you will be shipping from the West Coast to them ? 

Mr. Nev. That is correct. 

Mr. MacIntyre. And a limitation on the percentage that you will 
be shipping from the Gulf or the East Coast out of your total ? 

Mr. Nev. That is correct. 

Mr. MacIntyre. Would there be any differences in the prices ap- 
plicable to your shipments whether or not they come from the West 
Coast or the East Coast ? 

Mr. Nev. Yes. 

Mr. MacIntyre. Will you explain that? 

Mr. Nev. Well, the East Coast prices and the Gulf prices are based 
on the Iron Age quotation, the national average, which is an average 
of the quotation for No. 1 scrap in Philadelphia, Pittsburgh, and 
Chicago, and the West Coast prices are based on the average of the 
Tron Age quotation for No. 1 scrap in Los Angeles and San Francisco, 
and Seattle. 

Mr. MacIntyre. Is there any report that has reached you that 
there has been any manipulation leading to inaccuracies in the reports 
on which this composite for the West Coast is based ? 

Mr. Nev. Well, I have complained to the Iron Age myself that the 
Tron Age quotations on the West Coast do not reflect the true state 
of the market. 

Mr. MacIntyre. And you donot think that it does? 

Mr. Nev. In many cases, it does not. 

Mr. MacIntyre. But it nevertheless controls the price? 

Mr. Nev. It nevertheless controls the price. 

Mr. MacIntyre. Now, Mr. Neu, do you have any information 
or report about the part of any American steel companies in influenc- 
ing foreign buyers to select any particular exporters for shipments to 
this foreign buyer direct to the OCCF, for example? 
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Mr. Nev. Well, it has been rumored and so reported that when the 
Japanese steel-mill representatives were here it was suggested to them 
they should only buy from people who do mill business, who sell 
to the mills. 

Mr. MacIntyre. Suggested to them by whom ? 

Mr. Nev. Well, it is rumored to be suggested to them by Bethle- 
hem Steel and by the representatives of the United States Steel on the 
West Coast. 

Mr. MacInryre. And if such suggestion were to be followed, it 
would mean that the orders would be given to Luria; is that cor- 
rect ? 

Mr. Neu. Well, that is the logical conclusion, but this all narrows 
down to the same question. If there was no export control, then 
such suggestion wouldn’t mean anything. 

Mr. MacIntyre. Can you add anything beyond what you have 
said to that report, specifying names, places, dates, or anything else 
as to those suggestions ? 

Mr. Nev. No; nothing except the general information. 

Mr. MacIntyre. Now you spoke earlier about your ability to sell 
mills and when you do sell mills you sell only through a broker, but 
in that instance you didn’t name that broker. Who is he? 

Mr. Nev. Well, in Trenton, if I want to sell the kind of scrap which 
we accumulate in our yard in Trenton, I have to sell to Luria Bros. 

Mr. MaclInryre. Would that be true with respect to any sales 
you would make in the Middle Atlantic States—here around Balti- 
more and Washington ? 

Mr. Nev. No; not necessarily. There are other brokers, too. 

Mr. MacIntyre. If you were going to sell to a steel mill in a Middle 
Atlantic State, it would be through Luria, would it? 

Mr. Nev. No. In Ohio, I have sold large quantities of scrap which 
I imported to Ohio, and I never sold it through Luria Bros. 

Mr. MacIntyre. What about Bethlehem at Sparrows Point? 

Mr. Nev. There, it is Luria Bros. 

Mr. MacInryre. What about California; Bethlehem’s purchases 
there ? 

Mr. Nev. That is entirely Luria Bros. 

Mr. MacInryre. What about United States Steel for Geneva? 

Mr. Nev. Also Luria Bros. Recently some purchases of steel for 
Geneva have been made outside of Luria. 

Mr. MacIntyre. What about Bethlehem at Seattle ? 

Mr. Nev. That is Luria Bros. 

Mr. MacInryre. I believe that is all. 

Mr. Hosmer. I just want to ask a couple of questions. 

The Cuamman. All right. 

Mr. Hosmer. This brokerage with the mills is a specialized type of 
business in the trade; is that correct ? 

Mr. Nev. That is correct. 

Mr. Hosmer. Does the fact that you have to sell through a broker 
in any particular place cause you to get a lesser price for your scrap 
than if you could sell it directly to the mill ? 

Mr. Nev. I don’t know. That is very difficult to say. During the 
OPA and OPS days, brokers were paid the commission by the mills. 
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Mr. Hosmer. You can’t say, then, that the fact that you have to 
sell, say, to Bethlehem through Luria Bros. brokerage has any bad 
effect on the price you get for what you are selling ? 

Mr. Nev. No. 

Mr. Hosmer. How about as to quantity ? 

Mr. Nev. No. 

Mr. Hosmer. Are there any other adverse effects, or are there any 
adverse effects from that? 

Mr. Nev. Well, nobody likes to be restricted; to have only one 
buyer, I mean. 

Mr. Hosmer. It is something in the future, then you fear, rather 
than something that is occurring at the present time ? 

Mr. Nev. Well, no. You don’t like to be restricted. If you are 
told, well, this is the price and there is nothing you can do about it, 
you don’t feel too good about it, although you might get a very fair 
price. 

Mr. Hosmer. What are the factors affecting prices of iron and 
steel scrap ? 

Mr. Nev. The supply and demand. 

Mr. Hosmer. Almost solely limited to that? 

Mr. Nev. Yes. 

Mr. Hosmer. Is the reason that the Japanese break up their pur- 
chases between their buyers so as not to disrupt any particular coast’s 
market by buying too much ? 

Mr. Nev. No; I don’t believe that. 

Mr. Hosmer. What is the reason ? 

Mr. Nev. It has to do with the prices. As a general rule, the 
West Coast scrap is cheaper to them than the East Coast scrap on ac- 
count of the much lower freight rate. 

Mr. Hosmer. Then they ask you to ship more from the West Coast ? 

Mr. Nev. To buy as much as possible from the West Coast, and we 
cannot obligate ourselves to supply the entire quantity from the West 
Coast because it just is not available. 

Mr. Hosmer. Thank you. 

The Cuarrman. Thank you very kindly, sir. 

Mr. Barringer is the next witness. 

Will you raise your right hand and be sworn ? 

Do you solemnly swear the testimony you will give before this com- 
mittee will be the truth, the whole truth, and nothing but the truth, 
so help you God. 

Mr. Barringer. I do. 

The Cnamman. Now, you have a statement, I believe, and you have 
furnished us this brochure with all its information in it, which we 
appreciate. You identify yourself in your statement, so you may 
proceed as you desire, sir. 

Mr. Barrincer. Thank you, sir. I will read the statement. 


TESTIMONY OF EDWIN C. BARRINGER, EXECUTIVE VICE PRESI- 
DENT, INSTITUTE OF SCRAP IRON & STEEL, INC. 


Mr. Barrrncer. My name is Edwin C. Barringer. I am execu- 
tive vice president of the Institute of Scrap Iron & Steel, Inc. 
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The institute, which was incorporated in the State of New York 
on November 14, 1928, is the national trade association of the iron 
and steel scrap industry. 

As of March 31 (latest report to the board of directors), member- 
ship in the institute totaled 1,301, located in 45 States, the District of 
Columbia, Canada, Hawaii, the Philippine Islands, and the Marianas. 
It is estimated that members of the institute process, ship, or broker 
about 95 percent of all iron and steel scrap figuring in open-market 
transactions. 

For the purposes of paying dues, members rate themselves in 1 of 11 

categories based upon annu: i] tonnage handled ; these categories range 
from $125 to $1,320 annually. Of the 1,301 members enrolled as of 
March 31, 993, or 76 percent, rated cecinedies in the minimum cate- 
gory of $125 as handling 15,000 tons or less per year. In the lower 
4 categories (45,000 tons or less annually), there were 1,232 members, 
or 95 percent. Hence, the institute is heavily weighted on the side of 
small dealers who process and ship scrap at the grassroots. 

The institute is organized on a wholly democratic basis. Members 
are assigned to and must be approved ‘by the nearest of 25 regional 
chapters. Each chapter organizes itself annually, and eac h president 
of a chapter automatically becomes a national director of the institute. 
Active members of the institute in attendance at annual conventions 
elect 13 directors at large. These 25 chapter presidents and 13 di- 
rectors at large comprise the national board of directors, who, in turn, 
elect the national officers. The bylaws limit a term in 1 office to 2 
years. No matter how large or how small, each active member may 
cast only one vote in chapter meetings or at annual conventions or 
on the board of directors, 

All officers, directors, and committee eee serve without salary 
and without travel expenses. In my 19 years as the executive director 
of the institute, no officer or member of the institute has ever been 
commissioned to go anywhere on a good-will tour for the institute, 
either at home or abroad. Like most trade associations, the institute 
is dependent upon the voluntary effort of its officers and members. 

The institute in 1957 is completing its 30th year of service to its 
members. 

It is basic with trade associations, like the institute, that they deal 
only with common problems of their industries—I mean their prob- 
lems that are common. The institute promotes public relations, re- 
search, safety, quality, consumer relations, more equitable freight 

rates, and educational seminars. It issues a yearbook and other pub- 
lications, provides commercial arbitration, reviews specifications with 
consumers, suppliers, and the Government when it so requests. It 
also conducts frequent open meetings of members at the local and 
national level, and implements policies promulgated by the board of 
directors. 

One such policy, which is pertinent here, refers to the exportation 
of scrap. Following a thorough study, the board of directors, in 
April 1953, adopted a policy that for export the Government accord 
scrap equal treatment with pig iron, iron ore, and other raw mate- 
rials of the iron and steel industry, and also equal treatment with 
finished steel and castings into whose manufacture scrap enters. And 
the institute has consistently reaffirmed this policy. It was convinced 
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then, as it is now, that basically there is no shortage of scrap and 
that if there is any emergency in metallics, either present or threat- 
ened, then any restrictions on scrap should apply equally to pig iron, 
iron ore, finished steel, and castings. The institute is opposed to any 
discrimination that results in unequal treatment for scrap. 

The Department of Commerce was slow after the Korean incident 
in coming around to an open-end policy on scrap, but it did so on 
April 1, 1954. In all candor, I must say that the Government has 
generally been understanding on the matter of scrap and resisted 
pressures to restrict exports until in February and again in May of 
this year temporary limitations were imposed upon the licensing of 
heavy melting steel. 

The institute is not convinced that the national security or the 
domestic economy calls for any restrictions, temporary or otherwise, 
and it cannot subscribe to the statement made previously in these 
hearings by the Secretary of Commerce that “iron and steep scrap 
is potentially in serious short supply.” 

The institute epitomizes its role in exports as follows: Consistent 
with the national security and an adequate supply for domestic con- 
sumers, its function is to keep the door for exports open—but who 
goes through that door is determined in the market place. 

The objective of this committee of Congress is to further the interest 
of small business. The institute commends the committee for its 
accomplishments in this field. Scrap is certainly small business. No 
matter how many or how few exporters book foreign business they 
must turn to the great army of small dealers for scrap to ship against 
their contracts. Hence, the concern of this institute is that the export 
market be kept open for the benefit of all segments of the industry. 

Much of the scrap that is exported originates in proximity to the 
seacoasts, removed by high freight rates from large domestic centers 
of consumption. Without exports, much seacoast scrap would de- 
teriorate and be lost and the economy denied the support of dealers 
in the marginal coastal areas who are so vitally needed in an 
emergency. ; 

Because scrap is never purposely produced but is the waste of 
manufacturing operations or the toll taken by obsolescence, it is diffi- 
cult to measure its production. It is true that steel mills are now 
producing more light steel than heavy steel, which eventually returns 
as scrap, but this trend is a long-pull one, and there are many variables 
that should preclude penalizing today’s scrap dealers for a distant 
tomorrow. ‘Ten years ago it would have been rash to predict that in 
the next decade practically all of the steam locomotives (potential 
heavy scrap) in service east of the Mississippi River and a substantial 
vercentage of those in service west of the Mississippi ier would 
e scrapped. It is not improbable that in the next decade much heavy 
scrap will arise from the abandonment of steam and waterpower 
electric-generating plants in favor of atomic-reactor plants. The po- 
tential of scrap, heavy as well as light, is unpredictable but enormous. 
Consider that in the last 10 years 295 million gross tons of purchased 
or open-market scrap has been consumed and 12.8 million gross tons 
exported. 

As has heretofore been indicated in testimony before this committee, 
our industry is primarily composed of some 4,000 dealers. These deal- 
ers constitute a bulwark for the defense of our country so far as our 
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industry is concerned. They are able, with very little additional in- 
vestment of capital and equipment, swiftly to expand the supply of 
much-needed metallics in the event of an emergency. It is for these 
small dealers that the institute has consistently opposed discrimination 
and restrictions aimed at accumulating a reserve of a metallic in which 
consumers themselves indicate no great concern as expressed in their 
inventory position. 

On behalf of myself and the institute I wish sincerely to thank the 
committee and its staff for its diligent efforts to assist our industry 
in the solving of its highly intricate and complex problems. 

I am sure that after these hearings the committee will agree that the 
scrap industry is a highly competitive example of our great free- 
enterprise system. 

The CuairMan. Thank you, sir. 

Now I wonder if the other two witnesses, Mr. Ryan and Mr. Work- 
man, have statements prepared ? 

Mr. Ryan. Yes; we have a joint statement which Mr. Workman has 
passed around. 

The CuHarrman. Obviously we won’t have time for it. I wonder if 
your statement is sufficiently full that it would serve the purpose or 
would you prefer to appear personally a little later—say at 3 o’clock 
this afternoon? 

Mr. Workman. I think that Mr. Ryan and I agree that we will rest 
on our statement. 

The Cuarrman. You will rest on your statement ? 

Mr. Workman. Yes, sir. 

Mr. Hosmer. Mr. Chairman, these gentlemen, now, represent 
whom ? 

The Cuarrman. Mr. Ryan is executive vice president of the Malle- 
able Founders’ Society and Mr. Workman is executive vice president 
of Gray [ron F ounders Soe iety, Inc. 

Mr. Hosmer. I must tell the chairman that I am going to object to 
the admission of those other two statements by people who are not 
here. 

The Cuatrman. That is not before us now. 

Mr. Hosmer. I would have to object placing this in the record for 
the same reason. They might give them to us now and then at 3 o’clock 
we will spend a short time cross-examining them, rather than have 
them read them all. 

The Cratrman. Shall we ask Mr. Barringer to come back, too? 
Would you like to interrogate him ? 

Mr. Hosmer. Are you going to break up now ? 

The Cuatrman. It is nearly 12 o’clock. 

Mr. Hosmer. I don’t have much to ask him. 

The Cuarman. Mr. Yates, would it be all right to let Mr. Barringer 
go! 

Mr. Yates. Now? 

The CuatrmMan. Yes, or shall we have him back at 3? 

Mr. Yates. Well, I had hoped Mr. Barringer would give us a foun- 
dation in this hearing for knowing what the operations are in the 
scrap business and w here the districts are. 

The CratrMan. Suppose we ask him to come back at 3 o’clock and, 
also, these other gentlemen come back at 3. Would that be satisfac- 
tory ? 











264 IRON AND STEEL SCRAP 


Mr. Yates. Mr. Chairman, that is my appropriations bill on the 
floor this afternoon. 

The nas, I know, but 3 hours will have expired at that time. 

Mr. Yates. Well, they are going to debate the bill all day, I am 
sure. I have to be there. I don’t want this to embarrass Mr. Bar- 
ringer or the committee, but I hope somebody else will elicit the facts 
from Mr. Barringer relative to his organization. 

All I would want to ask Mr. Barringer, I assume, really is 

The Cuamman. Well, go ahead now. However, I must be over 
there when the House actually meets and that is 12 o’clock. 

Mr. Yates. Suppose I ask Mr. Barringer now. Did you listen to 
Mr. Neu testify ? 

Mr. Barrincer. Yes, I did. 

Mr. Yates. How many districts are there in this country? 

Mr. Barrincer. Ten to twelve—eastern Pennsylvania, western 
Pennsylvania, Chicago, Buffalo, Youngstown, southern Ohio, north- 
ern Ohio, Birmingham, Detroit, St. Louis, and there is now what 
you call a Houston district. Also, three on the Pacific coast. 

Mr. Yates. In each of these districts there is a central steel mill? 

Mr. Barrincer. There are one or more steel mills; yes, sir. 

Mr. Yates. Belonging to different companies ¢ 

Mr. Barrrncer. Yes, sir. 

Mr. Yares. Is this true in other districts or are there districts in 
which there is one steel mill ? 

Mr. Barrincer. In southern Ohio, there are two mills—at Middle- 
town, Ohio, and at Newport, Ky. 

I would say that there are more than one in practically all districts. 

Mr. Yates. And in each of these districts is purchasing by the mills 
done through 1 or 2 brokers? 

Mr. Barrincer. It isdone through one or more brokers. It depends 
upon the practice of the mill. 

Mr. Yates. I know that. I just wondered whether or not in each 
of these contracts it is done by 1 or 2 or does it vary from district to 
district ? 

Mr. Barrincer. No; generally the mills buy, I would say, from one 
or more. Some may concentrate their purchases pretty heavily on 1 
broker ; others may employ 3or4or5. It varies with each mill. 

Mr. Yates. The impression I have from earlier witnesses is that in 
each of these districts there are 1 or 2 brokers from whom the mill 
makes its purchases of scrap and it does no purchasing except through 
brokers. 

You now say that there are some areas where there are as many as 
five brokers? 

Mr. Barrincer. Yes; I would say that. 

Mr. Yates. Does your association have the records which would 
indicate who the brokers are for each of the mills? 

Mr. Barrincer. No, sir. 

Mr. Yates. You do not have that? 

Mr. Barrincer. No, sir. 

Mr. Hosmer. Will you excuse me? 

Mr. Chairman, I have read the joint statement of Mr. Workman and 
Mr. Ryan and there is nothing in it that I would want to question 
them about. So far as I am concerned, it is agreeable to accept their 
statement in the record. 
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Also, as far as the present witness is concerned, I don’t think I have 
any questions for him. 

Mr. Workman. It may be we can return at another time. 

The Cuarrman. All right. We are going to have additional hear- 
ings; so we will notify you and, if you desire to return, why, it will be 
all right. 

Mr. Yates. I have no questions of those witnesses. 

The Cuatrman. All right; the joint statement will be made a part. 
of the record. 

(The joint statement is as follows :) 


STATEMENT OF LOWELL D. RYAN, EXECUTIVE VICE PRESIDENT, MALLEABLE F'oUND- 
ERS’ Society, CLEVELAND, OHIO, AND DonaLp H. WorKMAN, EXECUTIVE VICE 
PRESIDENT, GRAY IRON FOUNDERS’ Socrery, INc., CLEVELAND, OHIO 


My name is Donald H. Workman. I am executive vice president of Gray 
Iron Founders’ Society. We appreciate this opportunity to appear before your 
committee today. 

In the interest of conserving the committee’s time, we are presenting a joint 
statement for the ferrous-foundry industry. There are three principal segments 
of this industry, gray iron castings, steel castings, and malleable iron castings. 

There are in the United States approximately 2,300 gray-iron foundries, 300 
steel foundries, 100 malleable-iron foundries, and 25 high-alloy foundries, a 
total of 2,725. These foundries employ approximately 375,000 people. Ours is a 
$6 billion industry. All but a few of the units in the industry are definitely 
small business. The ferrous foundry industry is important to the national econ- 
omy, as well as being among the key industries in our mobilization base. 

Foundries are absolutely dependent on high-grade scrap as a raw material 
in producing ferrous castings. We purchase over 6 million tons of iron and steel 
scrap a year plus substantial quantities of merchant pig iron. Depending on 
the type of foundry and its metallurgical practice, our foundries use from 40 to 
100 percent scrap in their furnace charge for melting. We have found no sub- 
stitute for scrap. 

Our products are iron and steel castings, which are important components 
in the finished products of practically all the manufacturers in the country. 
They are used in automobiles, trucks, railroad equipment, military vehicles and 
tanks, machine tools, ships, general machinery, agricultural implements, utilities, 
ad infinitum. 

A year ago we presented testimony before the House and Senate Banking 
and Currency Committees. We strongly recommended that the Department of 
Commerce place some reasonable restrictions on the exports of iron and steel 
scrap—particularly the better grades—in accordance with the authority and re- 
sponsibility delegated to the Department under the Export Control Act. This 
act provides that— 


“it is the policy of the United States to use export controls to the extent neces- 
sary (a) to protect the domestic economy from the excessive drain of scarce 
materials and to reduce the inflationary impact of abnormal foreign de- 
mand * * * and (c) to exercise the necessary vigilance over exports from the 
standpoint of their significance to the national security.” 


We also recommended the making of a survey to obtain factual data on the 
potential supply of scrap which will be available on both a short- and long-term 
basis. As a result of our testimony, and that of others concerned, Congress 
directed the Department of Commerce to make such a study when the Export 
Control Act was extended. This survey of obsolete and prompt industrial scrap 
has been completed and reported to Congress. 

In view of the significance of the findings, the Department of Commerce has 
taken preliminary steps to halt the unrestricted flow of better grades of scrap. 
However, this action may be too little or too late because already first quarter 
exports amount to 1,670,413 gross tons, which substantially exceeds the record 
high shipments for the same period in 1956. If exports prevail at the same rates 
for the balance of 1957, we could lose a staggering 6,680,000 gross tons of this 
irreplaceable raw material. 

Scrap is a volatile commodity. Its price rises and falls in a most sensitive 
market. Price is, of course, important to small business; however, we wish to 
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emphasize that the overriding factor for our industry is the preservation of our 
scrap reservoir to insure continued operations on a short- and a long-range basis. 

We recognize the complexity of this entire problem and that many interests 
are involved and must be considered. Because the responsibility is in the De- 
partment of Commerce, we trust that the Department can and will develop a 
formula to solve the dilemma. This last statement is in harmony with the fol- 
lowing statement in the report of Chairman Spence to the whole House when 
the extension of the Export Control Act was recommended last summer. I quote: 

“The committee wishes to make it abundantly clear that the intent of Congress 
in enacting the Export Control] Act of 1949, and the intent of the committee in ap- 
proving its extension this year, is to provide the Department of Commerce with 
ample authority to protect domestic industries which are essential to the welfare 
and security of the Nation, such as the semi-integrated steel producers and the 
iron and steel foundries, from economic injury due to excessive exports. Aside 
from their importance to our normal economy, these industries are key elements 
in our mobilization base. They have repeatedly faced severe shortages of scrap, 
which is absolutely essential to their continued operation, and they are ap- 
prehensive about a repetition of these severe shortages. 

“The committee shares their grave concern. The testimony before the com- 
mittee indicates that we cannot permit scrap exports to continue at the present 
rate of 5 million (net) tons a year. The committee realizes that the needs of 
our allies abroad must be considered, It would be too disruptive of our inter- 
national relations to cut off scrap exports completely at this time. But some 
means must be found, either through agreements with the foreign producers to 
whom we are now exporting scrap, or through imposition of stricter controls 
under the Export Control Act, to reduce exports of scrap to a level where we can 
be reasonably sure of an adequate supply of scrap for domestic needs.” 

The Cuatrman. Are you satisfied, Mr. Barringer, or do you wish to 
add something more? 

Mr. Barrincer. No, sir. 

The CuatrrmMan. That being the case, these hearings will continue 
after next week at a date to be announced later. The committee will 
continue to be interested in any restrictions by Government action as 
well as any private monopolistic restrictions. We have requests from 
a number of small scrap yard dealers to be heard, and we will expect 
in the next hearing to accommodate as many of these as possible. And 
we will also hear from additional representatives of the industries for 
which iron and steel scrap is a vital raw material. 

During this week the committee has heard testimony that the two 
principal foreign markets for iron and steel scrap, the Japanese mar- 
ket and the market comprised of the European Coal and Steel Com- 
munity, are cartelized. And that both of these cartels deal exclu- 
sively with small groups of United States scrap exporters. Testi- 
mony on this and other matters may be of interest to our State Depart- 
ment; and, consequently, the record of these hearings will be called to 
the attention of the State Department for whatever action it finds 
appropriate. As TI understand it, our historic foreign policy has been 
to urge foreign governments, through our State Department, and to 
use the influence of other agencies of the Federal Government, to the 
end that foreign countries maintain an open market for United States 
traders. 

Also, as T understand it, one of the primary objectives of our foreign 
policy today, which includes billions of dollars in foreign aid and 
foreign lending, is supposed to be that of encouraging the adoption 
abroad of the American principles of free competitive enterprise. 

Mr. Hosmer. Mr. Chairman, I would hope that as these hearings 
continue that the staff will work over or work with these witnesses that 
we are going to hear so that we do not have a repetition of the specula- 


IRON AND STEEL SCRAP 267 


tion and innuendoes and gossip and everything else we have had be- 
fore ; and we can get down and get some actual facts that are within the 
know ledge of the people that are testifying, and, also, so that it is not 
too repetitive. 

The Cuairman. In accordance with your suggestion, and, of course, 
we will work it out with Mr. Hill and Mr. Riehlman or the minority 
members at a better time as to when we will have the hearings in the 
future. 

Mr. Yates. May I ask just one question 

The CHatrmMan. Yes, sir. 

Mr. Yates. Mr. Barringer, your yearbook indicates that you are 
executive vice president and Leonard H. Krieger is president. Is he 
affiliated with one of your members ? 

Mr. Barrincer. Yes. He is with Southwest Steel Corp., of Pitts- 
burgh. 

Mr. Yares. Is that one that is affiliated with Luria Bros. ? 

Mr. Barrincer. I believe so, yes, and I think an announcement has 
been made to that effect. 

Mr. Yates. Who is your secretary ? 

Mr. Barringer. Mr. Marley—Harry Marley, of Syracuse, N. Y. 

Mr. Yates. With what company ? 

Mr. Barrincrr. Abe Cooper-Syracuse, Inc. 

Mr. Yates. Do you have other officers ? 

Mr. Barrrncer. Yes. We have a first vice president, second vice 
president, treasurer, and treasurer emeritus. 

Mr. Yates. Now, will you supply for the record their names and 
the companies with whom they are afliliated ? 

Mr. Barrincer. Yes, I will give it to the reporter. 

(The document is as follows:) 


NATIONAL OFFICERS 1957, INSTITUTE oF Scrap Iron & StTEEt INC. 


President: Leonard H. Krieger, Southwest Steel Corp., Pittsburgh. 

First Vice President: Myron L. Chase, Luria Bros. & Co. Inc., New York. 

Second Vice President: Milton K. Mahler, Morrow Steel Co., Detroit. 

Treasurer: E. J. Moskowitz, Schiavone-Bonomo Corp., Jersey City, N. J. 

Secretary: Harry Marley, Abe Cooper-Syracuse Inc., Syracuse, N. Y. 

Treasurer Emeritus: Samuel G. Keywell, the Samuel G. Keywell Co. Inc., 
Detroit. 


The Carman. Thank you very kindly, sir. 
We will stend in recess until the call of the chairman. 
(Whereupon, at 11:55 a. m., the hearings recessed sine die.) 








APPENDIX 


THe WuHite Houses, 
Washington, D. C., May 14, 1957. 
Hon. Wricgut PATMAN, 
Chairman, House Select Committee on Small Business, 
House of Representatives, Washington, D. C. 

My DerEAR CONGRESSMAN: I am sorry for the delay in acknowledging your 
letter of May 6, but I have been absent from my desk for a few days on Govern- 
ment business. 

Responsibility for the licensing of the export of steel scrap lies with the Secre- 
tary of Commerce, and I think it would be inappropriate for me to discuss the 
matter. 

I am sure that the Secretary will be able to furnish your committee with the 
information required for your discussions. 

Sincerely yours, 
CLARENCE B. RANDALL, 
Special Assistant to the President. 





INTERNATIONAL COOPERATION ADMINISTRATION, 
OFFICE OF THE DIRECTOR, 
Washington, D. 0., May 14, 1957. 
Hon. WricHt PATMAN, 
Chairman, Select Committee on Small Business, 
House of Representatives, Washington, D. C. 

Dear Mr. PatMAN: I acknowledge receipt of your letter of May 6 last, in 
which you ask me as a member of the Council on Foreign Economic Policy to 
meet with your committee to discuss the scrap question. 

While this matter has been discussed from time to time by the Council on 
Foreign Economic Policy, it is a matter which has little bearing on ICA opera- 
tions. Therefore, I do not believe that my presence would be of any value to 
your committee, and since my time is fully taken up in getting ready for the 
presentation of the mutual-security legislation, I assume that it will not be 
necessary for me to attend. 

Yours very sincerely, 
Joun B. Ho.iister. 


TREASURY DEPARTMENT, 
Washington, May 20, 1957. 
Hon. WRIGHT PATMAN, 
Chairman, House Select Committee on Small Business, 
House of Representatives, Washington, D. C. 


My Dear Mr. CHarRMAN: This will acknowledge your recent letter addressed 
to the Secretary, inviting him to meet with other members of the Council on 
Foreign Economic Policy and with the House Small Business Committee to dis- 
cuss a decision announced earlier this month by the Commerce Department to 
restrict exports of iron and steel scap. 

It is my understanding that following the writing of your letter to the Secre- 
tary it was concluded that since the primary responsibility in this export field 
is that of the Department of Commerce, a meeting with all of the members of 
the Council on Foreign Economic Policy would not be required and that you 
would instead discuss the matter with Secretary Weeks. 

I have so advised Secretary Humphrey. 

Sincerely yours, 
FRED C. ScRIBNER, Jr., 
Assistant Secretary. 
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DEPARTMENT OF AGRICULTURE, 
Washington, D. C., May 20, 1957. 
Hon. WriGHT PATMAN, 
Chairman, Select Committee on Small Business, 
House of Representatives. 

DEAR CONGRESSMAN PATMAN: This is in reply to your letter of May 6, 1957, re- 
garding the hearing which the Select Committee on Small Business is to hold on 
the exportation of iron and steel scrap. 

Since the subject of the hearing does not relate directly to the activities of this 
Department, it is not believed that we could present any testimony that would 
be of assistance to the committee. 

Sincerely yours, 
TruE D. Morse, Acting Secretary. 
x 





